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Ne = THOUGHTS ON THERMAL INSULATION No. 8 
: Gl Making a material difference 
re fn] : | 
fl O READERS whose knowledge of thermal insula- for instance, a records room, or a library. Here 
: tion materials goes little further than the lagging quiet from within and without is an essential, so 
inl jacket on the hot water cistern, these remarks are insulation is uséd to keep down noise. At the same 
H [7] addressed. time, for the proper care of books and records, 
Fe Gy Reactions to previous announcements in this series . — eg oe ag The same insula- 
} have indicated that the savings available by means Og PaaS ee ee ee : 
oo iG] of more effective insulation are widely appreciated, _ All kinds of industrial installations call for insula- 
Rs inl so let us go a little more deeply into the matter of tion in some form or another to suit a given set of 
E insulating materials. Today they come in a wide conditions. Perhaps a combination of fire-resistance 
= [nl variety of forms, from magnesia and asbestos slabs, with sound absorption ; maybe a matter of keeping 
dae fal pre-formed sections for pipe-work, insulation bricks, cold air in and condensation out > yet again, the 
we cork sections, etc., to a sprayed-on asbestos material material may be needed to withstand vibration and 
a [nl which follows the contours of the surface to be to resist corrosion, in addition to providing thermal 
insulated. insulation. All these needs call for a special kind 
fy] ie + baa of experience because, naturally, insulation problems 
fr] There are others, too, but the point is that these concern cotton mills and oil refineries, ships and 
fal mane — a ur ese oe in — aoe churches, power stations and cinemas. 
| oa . a = aa ee ee Tin he she Newalls have concentrated, these last 50 years, on 
in} es! xa ai ~ set ot a oh ne fect eeaaatiad e iual building up a range of materials plus an application 
: Gy pate - I ti will oie a3 se re sie ae ro ae 2 skill which, expressed in terms of thermal insulation 
is sol Am gress ‘ip! ; ane at ih elie sak ee in all types of industry, makes a very impressive 
[5] in the same application—at the same'c record. This experience is available to any firm 
fy] Look at it this way. Probably more insulation is interested in insulation as a means to increased 
, used for keeping heat in its place than for any other efficiency. Newalls are specialists in heat, cold and 
a Gl] purpose. But there are many situations where the sound insulation. Write to us on any problem 
inl correct choice will bestow other blessings. Take, related to these. 
. = issued in the interests of a better understanding of thermal insulation in industry by 
ie 7 “™ 7 To*% T 7 T 7’ o 
& fl NEWALLS INSULATION CO. LTD °* Washington * Co. Durham 
eh [5] A member of the TURNER & NEWALL ORGANISATION 5 
fl Offices and Depots at LONDON, GLASGOW, MANCHESTER, NEWCASTLE UPON TYNE, BIRMINGHAM, 
fl BELFAST, BRISTOL AND CARDIFF. AGENTS AND VENDORS IN MOST MARKETS ABROAD. 
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Practical photographs and expert 
articles solve your planning, 
building, equipment and 
furnishing problems 


This special edition of IDEAL HOME 
Magazine deals in a practical, sensible 
way with all the problems of living in 
smaller homes. It contains something of 
value to every home-lover. You must place 
an order NOW! 


This fully illustrated guide to a perfect 
small home includes .. . 





a at Plans of ten small houses and bungalows. 
Making a four-room flat from one 
room. Adaptable furniture for two- 

: purpose rooms. How to make a small 
= home look large. Furniture and wall- - 

papers for small rooms. Comfort in a 

aga ; caravan or a boat. Equipment for the 

> small kitchen. Beauty and productivity in 
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Small Homes 
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“BROOMWADE” is best, Bobby! 


There’s another way of compressing air, Bobby, the “ Broomwade” way. 


“ BROOMWADE” Air Compressors are driving “BROOMWADE” Pneumatic 
Tools in every corner of the world; building bridgés and roads, ’planes and ships, railway 
systems, factories and the machinery to equip them. “BROOMWADE” pneumatic 
equipment is playing a vital part in the world’s industrial expansion. 


The “ BROOMWADE” organisation, backed by over fifty years’ engineering 
experience of the highest order, is equipped to offer technical advice on any problem involving 
compressed air. A first class after sales service is maintained throughout the world. 


"BROO vy i 


Air Compressors & Pneumatic Tools 


BROOM & WADE LTD., P.O. BOX NO. 7, HIGH WYCOMBE, ENGLAND 
Telephone: High Wycombe 1630 (10 lines) Telegrams: “Broom”’, High Wycombe 
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,% “Yes Sir! You can now fly We} 






TWA to USA at reduced 
Thrift Season fares...’ 
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S ** You enjoy the same superb . » . and in the air, with the i . -. but on your next trip to 
: TWA service all ; same comfort and ; America and back ; 
the way...onthe ground... individual attention... ; when you fly TWA... 
re eoeeecesccerserensnanenenesencarsnausneceecenesesecesecncesseesseceneeeres aneseccsssupasensees nsogupetnngiTititti-aseee adios sivetebrsenarastonis ‘wrecapinnuibpetediounianennnaaanpaengunnemranmnttraracscccrenenses:+- + 
re ae AGENT po 
: 
: : 
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rk ; 3 
\ \o 7 : 
; : ; 
| u - +» you'll be making the --. nearly £35 if you fly by - TWA can fly you on to 
- worth-while saving : the thrifty TWA any one of 60 major cities 
— aoa. 4 Sky Tourist service... } inside America, 00. 
~ 
it Now is the time to plan your trip to the U.S.A. TWA Thrift Season 
= reduced fares are in operation until the end of March. Reductions 
| apply to all TWA transatlantic services. 
ey London to New York On Season Thrift Season Saving 
et (RETURN FARES) (APR-OCT) (NOV-MAR) 
. First Class £257. 5.0 £228.12.0 £28. 13.0 
. Sky Tourist £186. 9.0 £151.16.0 £34.13.0 
a ar To dollar earners—TWA is the only airline flying from Europe which also 
fea serves 60 major U.S. cities in the principal markets of America. TWA 


knows America. Their specialised knowledge can be of assistance to you. 








f , 3 MILLION PEOPLE A YEAR 


ee ; See your Travel Agent: or ‘phone TWA; £5 3 
ee Trans World Airlines, TRANS WORLD AIRLINES 
200 Piccadilly, W:1. TRAfalgar 1234. 


TWA Manchester: BLAckfriars 4649. : | US A +> EUROPE « AFRICA - ASIA 
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h| are sine to withstand the passage 7 time. Deep foundation 





reel jengineers are building 


land speciality and is an integral part ofjthe modern science of 
hea il engineering. To whatever depth or to whatever height —in any 


~part rid — Cleveland engineering means enduring strength. 


CLEVELAND 


Builders of 3 ridges & Fabricators of all types of structural steelwork 
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Make the sea trip 
part of your holiday 
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...enjoy the tang of the sea and then that first 


thrill, reborn with every trip—as you walk down the 


salgway into France—the catch of the breath as you enter 

a new world. The gendarmes on the quay, peak-capped and 

vioaked — porters, blue-bloused and volubly French—even the 

engines seem to whistle in a foreign language. Then on to the 

on. Paris, Basle and beyond. All combine to wélcome 
wo § 


, omething new —something exciting — the perfect start 
® your Continental holiday | 


Services 


and fares from prince 
Continental Enauy p 
SW.I or BRIT RAL ; iCTORA STATION LONGON, BRITISH RAILWAYS 
gent Street, S Ww. 


thert Lats Route to Alanes 
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have a world-wide renown tor efficiency, celiability and 
economy. They include designs for boiler feeding, general 
service pumps, oi! fuel pressure and transfer pumps, etc., 
and are in constant demand for ships and al types of 
are essential. 


industry where reliability and efficiency 


The Weir Organisation : 


G, & j, WEIR LTD 
DRYSDALE & CO, LTD 
WEIR HOUSING CORP. LTD 
THE aes FOUNDRY LTD 
ZWICKY LTD. 

WEIR VALVES CTD. 
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across the world 

north, south, east and west 

the driver of virtually every Britis! i 

and many a foreign one— 

receives constant, undemanding se: 

from the many Wilmot Breeden 

components which contribute in no 

small way to his comfort and safety. 
Wide technical resources, 

specialised modern machinery 

and the keenness and skill 

of our 6,000 workers give these 

components a true fitness for pury 

with a reserve of quality against 


the abnormal and the unforeseen. 





WILMOT BREEDEN LTD 


BIRMINGHAM LONDON MANCHESTER GLA 





‘i The truth 
§ middle 


-ABDULLA - 














; HE ‘ middle man’ in textiles is a genuine stock-carrying 
: wholesaler. He selects the pick of the products of scores 
ei of factories and holds large stocks from which retailers 
in all parts of the country order in small economic lots. 

Each year some £864,000,000 worth of clothing and 
household textiles is distributed through the wholesaler. 
In any system of supplying the public with textiles, the 
cost and work of selection, breaking bulk and distribution 
must be undertaken. The textile wholesaler does this 

in the most economical manner. 

This is the FIRST of a series of four announcements 


describing how the Textile Wholesaler helps the Manu- 
facturer, the Retailer and the Nation. 





Issued by 
The WHOLESALE TEXTILE ASSOCIATION, 75 Cannon St., London, E.C.4 
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An eye for Colour 


le choice of near-white fluorescent 
is available today. Each has its 
particular field of application, each 
sents a suitable compromise between 
nflicting claims of accurate colour 


ring and high efficiency. An object 


ly revealed in its true colours when 


nated by a light containing those 

and to give accurate colour 
ring the light from a fluorescent tube 
} contain a controlled proportion of 


UTS. 


‘he human eye is most sensitive to the 


il or yellow-green range of the 
im, so that broadly speaking, the 
the proportion of light emitted in 
zion, the higher will be the efficiency 


tube. Shades of red or blue will 


be shown to the best advantage, as 


proportion of light of the other 


; has been reduced. 


A > PRODUCT 


Now, there are many industrial and 
commercial plants where high efficiency 
lighting is of much greater importance 
than accurate colour rendering. _There 
are others where the matching of colours 
plays an essential part. The Osram range 
of fluorescent tubes has been carefully 
planned to cover every need, and to 
provide the highest possible efficiency 
with the colour rendering properties 
required, 

A highly qualified lighting service is 
maintained by the G.E.C. and specialists 
are available at each of the Company’s 
branches to advise you, not only on this 
question of colour and efficiency in your 
fluorescent installation, but also on any 


other lighting problem. 









THE GENERAL ELECTRIC CO. LTD. 
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“Yes, he said I needn’t take on extra staff after all...°’ 


““YOU KNOW when our orders were go- 
ing up and up? Our accountant told me 
we might have to take on more staff. So 
we decided to call in the Burroughs man. 
It couldn’t do any harm and his advice 
was free ... As it is, I’m more than glad. 
He went into the details with our account- 
ant, then showed us how we could 
mechanize our accounting at low cost— 
and save a lot of overtime. He certainly 
knew his job...” 

The Burroughs man is always at your 
disposal without cost. He is an experi- 
enced adviser on all accounting and 


record-keeping systems, and well qualified 
to work with your accountant and auditor. 

He has a complete knowledge of mech- 
anized accounting. But he won’t propose 
changing your accounting methods just 
to suit certain machines. Rather, after a 


full analysis of your problem, he will 


make proposals for a rapid, economical 
and workable solution. 

If he does recommend a new system, 
he will prepare a detailed plan for it and 
help you get it working smoothly. He will 
make sure you continue to get full benefit 
from any Burroughs machine you install. 


Whatever your business, large or sma!! — 
if you have an accounting problem, the 
Burroughs man can help you solve it. 
Burroughs make the world’s widest range 
of Adding, Calculating, Accounting, 
Billing and Statistical Machines and 
Microfilm Equipment. 

Call in the Burroughs man as soon as 
you like — you’re committed to nothing 
and his advice is free. You'll find the 
number of your nearest Burroughs office 
in your local telephone book. Burroughs 
Adding Machine Ltd., Avon House, 356- 
366 Oxford Street, London, W.1. 


FOR EXPERT ADVICE ON BUSINESS SYSTEMS 


One Burroughs man solved this problem. The 
Phonotas Co. Ltd. (weekly telephone cleaning and 
sterilizing service) have 80,000 separate accounts, 
and until recently, in London and in provincial 
offices, figures were copied by hand. As this led to 
errors and delays, they called in this Burroughs 
man, Mr. J. G. Winterbottom (left). He showed 
Phonotas how, w:th just two typewriter-account- 
ing machines and two abbreviated-description 
accounting machines, they could halve their 
accounting time, and obtain up-to-date figures— 
all without extra staff. 


CALL IN THE 


urroughs 


MAN 
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: ““ The greatest piece of ‘selling’. of this country 





that I have ever seen in my life” 


LORD LUCAS OF CHILWORTH, 
speaking in the House of Lords 






f[\HE cast, the settings, and the costumes ere there for only a day. There could be no re-takes. 

It was “now or never’ for sixteen camera crews, eager to capture the breathless moments of 

Coronation Day. 

Twelve of the cameras were set, towering above the crowds, along the Coronation route. 
Beside each one stood an excited Queen’s Scout — ready to rush each reel of exposed film to 
despatch riders at the street barriers. They in turn roared away westwards along almost empty 
roads towards the Technicolor Laboratories on the fringe of London Airport. There the entire 
staff of one thousand worked day and night to process 56,300 feet of film. 

That was only the first stage in an elaborate distribution plan. Soon it would involve railways, 
aircraft, lorries and —in India and Pakistan —- even mules and camel-trains. For millions all over 
the world were waiting to see A QUEEN IS CROWNED. 


eee 
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applauding cheering house.’ From Norway : ‘Film causing traffic 
and telephone difficulties.” From Germany : ‘Public enraptured.’ 


The Plan becomes reality 


ssed, edited down to 7,717 feet, music and commentary 


recorded, and the first colour print ready within sixty hours of the Ambassador extraordinar 

Coronation ceremony—the making of this momentous film broke Y 

" ies ‘ ; Perhaps no other film has meant so much in goodwill for the 
aan és ay Faas kar (only mo — Sees ae British Commonwealth of Nations; has expressed so clearly 
waitin aiadie “aad en By midday page spe aco . wes the solidarity of a people. Certainly no other film has proved so 
delightis packed houses in Canada and the United States. decisively to the world that the function of Britain’s film industry 
Meanwhile more prints set out for Australia and New Zealand, ts something more than film-making. 

South Africa, India and Pakistan, Burma and Singapore, Norway, Efforts made over the years to open more and more world 


outlets for British films were repaid in full. The complex 
machinery of film distribution worked perfectly. 


Sweden and Denmark, Finland, France, Belgium and Greece. 
During the next few days the commentary was dubbed into eight 





language 
Within fourteen days of the Coronation, A QUEEN IS CROWNED 
Was shown in every country of the world outside the Iron Curtain. 
Into London came cabled comments from the Group’s partners 
and associates overseas. From South Africa : ‘Business double any 


Previous film.’ From New Zealand : ‘Bookings absolutely fantastic.’ 
From Australia : ‘Greatest prestige film ever. 
. From Canada : ‘Packed thrilled spellbound 






We are proud indeed that the opportunity was ours—not 

only to make such a film as A QUEEN IS CROWNED, but 
also to carry it to the farthest corners of the earth in 
a way never before attempted. 






el TTs 





THE J. ARTHUR RANK ORGANISATION LIMITED 
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a fingerprint of steel 


Steel has a fingerprint ....So has granite, sulphur... . 
all matter. No piece of matter can escape detection 

of its character and composition, no piece of matter can 
hide its fingerprints, now revealed by mysterious 
rays... Days of endless research can now be saved. 
These rays reproduce on a photograph valuable 
indications as to strength, durability, resistance to 
extremes of heat and cold, weak danger-zones of 
matter. They make discoveries which stun even the 
experts. They have helped to build stronger bridges 
with less steel. They reveal everything that matters! 
They are even used as a guide to spot the nature of 
sediment in cases of arterio-sclerosis, helping doctors to 
give better prescriptions in their strivings to prolong 
human life . . . Scientists in the Philips Laboratories 
developed the devices, by means of which these rays 
are now applicable in every industry, in daily life: 


PHILIPS X-RAY DIFFRACTION EQUIPMENT 


CONTRIBUTE TO THE BETTER LIFE OF TOMORROW 











% For all information 
Be please apply to the 
Philips organization in 
iki your country. 


INCANDESCENT, FLUORESCENT, MERCURY AND SODIUM LAMPS « RADIO AND TELEVISION RECEIVERS - MEASURING APPARATUS * ELECTRIC DRY S!! «5S 
Ber 4 HOUSEHOLD APPLIANCES - X-RAY APPARATUS + H.F. GENERATORS * WELDING MACHINES * AMPLIFIERS - CINEMA EQUIPMENT © *°'0 
. AND TELEVISION TRANSMITTERS - TELECOMMUNICATION EQUIPMENT + AUTOMATIC AND LINE TELEPHONY INSTALLATIONS * TAPE RECOK)'S 
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Timing the Election 






HEN Parliament reassembles next week, it will be entering 

upon an uneasy period both for its own members and for the 

country. The most absorbing question in British politics 
today is when the next general election will be ; the dominant influence 
upon that, according to many people at Westminster, is that the great 
and the less great are looking in different directions. Sir Winston 
Churchill has his eyes fixed on the “ last prize ” of peace, while most 
younger Tories—those under seventy-five or so—have theirs fixed 
on the recurring prize of electoral advantage. Is there any way in 
which these interests might be reconciled, and what effect might that 
have on the interests of the British people ? 

Sir Winston’s path is clearly that of single-minded statesmanship. 
He is reported to put the hydrogen threat to humanity first, and every- 
thing else nowhere ; the only disagreement there can be with that is 
that most other people would put the hydrogen threat first, and several 
other things somewhere. That this should be the only disagreement 
shows how far the strength of the West has increased since May 11th 
of two years ago. Sir Winston’s first principle today is that the free 
world’s strength must be further built up by ratification of the Paris 
agreements ; his second is that, once the agreements are ratified, talks 
should be held with the Russians ; his third is that, “ because of certain 
things that have happened,” there might be a greater chance of success 
at these talks if he himself led the British delegation. All these three 
principles are likely to be supported—at any rate in public utterance— 
by a majority of the British people. 

For professional Tories, however, they carry an awkward implication 
at the present time. Fhe Tories feel that they have already 
deserved success at the next election, and that by wise choice 
of the date of dissolution their party leaders can now command 
it. There is no general consensus of opinion in the party about when 
the most appropriate timing for the poll would be ; although there is 
agreement that it should be at one of the five periods when, the 
tacticians promise, large blocks of voters should not be inaccessible or 
on holiday—which means late February, late May or late October of 
this year, and late February or late May of next.. The real source of 
Tory uneasiness is the feeling that, some time in the next few months, 
the appropriateness of one of these particular dates might become 
suddenly and blindingly obvious, and that the party leaders should 
then be free to act swifty. But if Sir Winston were in the middle of 
one of the complicated stages of his pilgrimage to peace, they might 
have to miss this opportunity. This is the real reason for the 
irritation of certain Tories with the Prime Minister ; it is not based 
on a hard appraisal of the telegenic value of octogenarianism, but on 
the vague suspicion that he might interfere with their election planning. 

The public’s interest in this is confused. It is certainly concerned 
for the preservation of peace ; a case can be made out that hopes of 
this might be brighter if Sir Winston handled the eventual nego- 


tiations with Moscow, but that is a matter of opinion. 
Some people will think that the public might also have 
an interest, unless Labour can swiftly find a policy, in 
the continuance of Tory rule ; but that is a question on 
which opinions must be more sharply divided still. 
What the public clearly does need, however, and this 
is a matter that should transcend all differences of 
opinion, is effective government ; and unfortunately it 
seems to be becoming increasingly clear that this means 
that it should desire a speedy dissolution of this now 
dragging and deadbeat Parliament. 

Two months ago it was still reasonable to call upon 
Ministers either to resolve or to dissolve ; today—after 
the Queen’s speech and the way in which the railway 
strike was averted—the call to resolve rings a little 
hollow. Whether or not there is going to be an election 
this year, it is now quite clear that politics are dominated 
by the thought that there may be. The effects of this 
undeclared campaign grow daily more apparent. The 
Ministers of Transport and Labour may still wish to 
salvage something from the wreck of the railway settle- 
ment, but encouragement to them from Conservative 
backbenchers will stop short of any measures that would 
annoy the National Union of Railwaymen. The Chan- 
cellor may or may not have some economic justification 
for tax reliefs, but he will be under great pressure to 
grant them, in any event, for purely electoral reasons. 
The Minister of Agriculture bids fair to be the best 
holder of his office since the war, but across his coming 
price review will sound the rumble from South 
Norfolk. 

These are the interests at stake. Does there seem any 
hope of reconciling them ? It is not unduly cynical to 
suggest that two of them can be reconciled, that the 
aims of the Tory backbenchers and of their leader may 
already be nearer than those backbenchers suppose. It 
is easy to see hew this reconciliation could work out. 
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If everything goes well, the Paris agreements 
should have passed through the Parliaments of 
Europe by mid-March or mid-April. Soon after 
that the attempt to negotiate with Russia could 
begin. If Sir Winston is to lead his party into th 
election himself—and there is no real reason why h: 
should not—polling day need not be deferred until aft¢ 
the negotiations have been completed. Indeed, the: 
would be an evident advantage, in terms of elect: 
slogans if of nothing else, if the Tories should gr 
their chance quickly. “ If you believe in talks, vote for 
Sir Winston the peacemaker: if you believe in strength, 
vote for Churchill, who saw the need for it as long ago 
as Fulton.” It would be a slogan no more dishonest 
than most, and much more attractive than some. But 
it would look better while the champion still sat on his 
charger, waving an olive branch—rather than after he 
had actually sallied forth upon his mission, and possibly 
run into a brick wall. 

If this is the decision, however—and, apart from its 
obvious scope for popularity, there is no reason to 
believe that it is necessarily going to be—then it will 
be best if it is done quickly. The call will have to be 
delayed until after the Paris agreements are ratified ; 
everything depends upon that. Given this, it may be 
very difficult to launch the campaign in time for an 
election in May or early June, which is one favourite 
date with the party tacticians ; there is no reason, how- 
ever, why it should not be launched in time for late 
October, which is another. October would be late 
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months of drift in too many ministerial affairs. ‘The 
plea to put forward now is that, whether the peace 
campaign can be launched or not, the delay should be 
no longer than that. For uncertainty, which may be 


the spice of life, is already proving the barbiturate of 
effective domestic politics. 


Molotov Turns to Germany 


R MOLOTOV seems to be holding a kind of 

clearance sale. As ratification of the Paris 
agreements on Western European Union becomes more 
imminent, he digs ever deeper into his diplomatic 
yasement, and every few days Moscow’s shop window 
is filled with a fresh “ unbeatable offer” or a “ never 
to be repeated” bargain that used to be kept firmly 
under the counter. The western powers, and the non- 
Communist world in general, have lately been subjected 
to alternating threats and blandishments which come 
thicker and faster each week: invitations to conferences, 
diplomatic Notes in profusion, apparent concessions on 
general disarmament, threats to denounce treaties, 
accusations about gas and germ warfare, offers of co- 
operation in the peaceful use of atomic energy, and a 
crescendo of warnings that ratification will increase the 


danger of war. The full range of Soviet diplomatic 
technique has never been demonstrated so impressively 
—or at such speed. 

Last week, Moscow’s beam was switched on to Ger- 
many. There was no pretence of using normal 
diplomatic channels ; Mr Molotov had reverted to the 
familiar tactic of appealing to peoples over their 
governments’ heads. He had, indeed, some excuse for 
doing so this time, for although his statement was 
addressed to nobody by name, it was clearly directed to 
the people of Western Germany, whose government 
Russia does not recognised. It was, in fact, so care- 
fully designed to tempt the German palate that it was 
bound to alienate French opinion—a defect which Mr 
Molotov was perhaps too hurried or too worried to make 
good. And the statement was well timed both to 
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influence the forthcoming final vote on the Paris agree- 
ments in the Bundestag, and to reinforce the campaign 
of demonstrations against the agreements (described in 
an article on page 282) that is now being organised by 
left wing of the German Social-Democrats and by 
-xtremist Bavarian trade union federation. 

,at substance was there in the Soviet statement ? 

A careful examination reveals one fact. There was 
ng offered that Mr Molotov had not already pro- 


1. or at least hinted at, the last time his sails 
ocused on the Germans—that is, when he spoke 

Berlin on the eve of the Soviet Zoné “ elec- 
last October. All that he has now done is to 
up, in a more eye-catching manner than he 


-d when electioneering for Herr Ulbricht, propo- 
; which were little noticed at that time. 


* 


In essence, the offers now repeated are two. First, 
Soviet government declares itself ready to 
‘malise”’ its relations with the Federal German 

Republic. Mr Molotov used the same phrase in his 
approach to the Japanese government. It 
presumably means the exchange between Bonn and 
Moscow first of trade missions (a lure doubtless meant 
ffset the German industrialists’ incipient collabora- 
tion with the West) and then of diplomatic missions. 
Mr Molotov adds that this would make the reuniting 
of Germany easier ; this fits in with the whole tenor of 
his statement, which serves notice on the West that 
henceforth Moscow will deal directly with the Germans, 
ind force Bonn for its part to deal directly with the 
Ulbricht regime. Indeed, he does not say that there 
will be no Soviet recognition for Bonn if the Paris 
agreements are ratified ; and there is no reason to think 
lis omission accidental. Bonn will probably be wooed 
fervently after ratification than before. Mr 
Molotov’s present attitude towards a Japan that is 
already linked to the United States by a defence pact 
may well indicate his future attitude towards Western 
Germany. 


T 
; 


he second offer contained in the new Soviet state- 

with regard to all-German elections, is most 
obliquely worded. The Soviet government “ deems it 
ossible, in the event of the consent of the govern- 

ts of the German Democratic Republic and the 
Federal Republic, to come to an agreement on appro- 
priate international supervision.” Although the 
western powers have long sought to pin Mr Molotov 
down to precise terms on the question of elections— 
their last Note, sent on November 29th, asked for 
clarification on this subject and has remained 
unanswered—the Russians still avoid giving any clear 
explanation. The Russian word Mr Molotov uses for 
~ Supervision ” may be translated as signifying no more 
(nan passive “ observation” ; and it can be assumed 
that he hopes to stage a profitably long wrangle over 


n+ 


interpretation. And even if the Russians were even- 
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tually forced to state their real terms, does anyone 
expect that they would allow any international observa- 
tion of what went on in Eastern Germany of more than 
the very tenuous kind that the Geneva agreement 
provided for Indo-China ? 

To see a decisive concession in Mr Molotov’s cryptic 
words about international observation would be all the 
more naive after his accompanying statement that any 
all-German electoral statute must take account of the 
existing East German law. This reduces all his 
references to “ democratic rights” and “the electors’ 
freedom to express their will ” to double-talk. On paper, 
East German voters enjoy all such rights ; in practice, 
they have less choice than Germans had in Hitler’s day. 
Admittedly, some West German politicians claim that 
an all-German parliament could cope with a big block 
of Communist members; but this form of German 
hubris, which Mr Molotov is discreetly fostering, is 
extremely dangerous. 


* 


Again, there is nothing in the new statement suggest- 
ing that Moscow is ready to jettison the Ulbricht regime. 
Indeed, the East German Communist bosses have lately 
been assuring their followers that Russia will make no 
bargain with the West that involves abandoning them. 
And the most obvious feature of the Soviet offer to 
recognise Bonn is that it would force Bonn to recognise 
Ulbricht—and as “elder brother.” Dr Adenauer’s 
envoys in Moscow would find themselves playing second 
fiddle to the East German ambassador already installed 
there: and the way would at once be open for the 
talks between the two German governments which the 
Communists have sought for years. Even the Social- 
Democrats have repeatedly rejected this idea; while 
most Germans are attracted by the prospect of talking 
directly to the Russians in Moscow, few even among 
the perennial optimists relish the thought of talking to 
Herr Ulbricht on equal terms. 

Dr Adenauer himself will never yield to the tempta- 
tion to ask the western allies to give Moscow one more 
chance, for he sees plainly that this means abandoning 
solid reality for a doubtful dream. But every fresh 
declaration from Moscow—and there will no doubt be 
more before the Paris agreements are finally ratified— 
presents the Germans with an increasingly acute pro- 
blem ; and the West must realise, in particular, that 
it will become more and more difficult for Bonn to go 
on turning a cold shoulder to the Ulbricht regime: How- 
ever, it is not only in the West that clear thought is now 
essential. If any Germans still believe that Mr Molotov 
might yet offer them genuine unity in freedom, in 
exchange for genuine neutrality, one is forced to ask: 
have they never looked back at the record of past years ? 

Did not the Czechs do their best to be both “ demo- 
cratic” in Moscow’s eyes and truly democratic, and 
fail ? Why do Molotov’s offers become more tempting 
as the prospect of Western Union draws nearer ? Has 
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he not made it painfully obvious that Russia wastes no 
concessions on the weak, and that the policy of nego- 
tiating from strength, however fiercely denounced by 
the Russians, is the one thing that gets results from 
them ? Mr Molotov missed a historic chance of con- 
vincing Germans of his sincerity when he failed to 
offer them really free elections after the collapse of the 
EDC. After all his tireless canvassing of his “‘ European 
security ” plan—which he again evoked in last week’s 
statement—is it still not plain enough for all to see 
that there can be no “ neutralised ” Germany balanced 
between East and West, because once Western Union 
had evaporated Europe would not be balanced but 
tilted steeply in Russia’s favour ? 

It would be equally disastrous for both Germany and 
the West if the EDC fiasco were now repeated—that 
is, if another Berlin conference began with the Paris 
agreements umratified, and the agreements then 
foundered without the Russians conceding anything in 
return. There are arguments, and supporters in 
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Germany and elsewhere, for the bargaining version 0! 
German rearmament, that is, for the idea of starting « 
build up German strength with a view to reducing 0) 
limiting it later as part of a general settlement. By 
there is nothing to be said for throwing away : 
counters before the bargaining begins. 

Fortunately, even the most subtle propaganda « 
sometimes overreach itself. The very skill with which 
Mr Molotov has decorated his baits while avoiding 
the real issues has irritated many western politici: 
To put it bluntly, it is too clever by half. If the So, 
government is genuinely ready to allow all-Gern 
elections that would be genuinely free and fair, 
has it always refused to say so in a way that wo 
convince other nations ? If the Russians were sin 
on this point there would never have been, nor wo. 
there now be, any need to hold another major « 
ference. All Mr Molotov need do is throw away 
calculated obliquities and state his terms in un: 
biguous language with all the yawning gaps filled in. 


Turk Among the Arabs 


ME ADNAN MENDERES, the prime minister of 
Turkey, has completed his round of visits to 
Iraq, Syria and Lebanon. The trip has had only one 
immediate outcome, but that a startling one—the 
announcement that one member of the Arab League, 
Iraq, is ready to sign a security pact with Turkey. 

This news has been received with an ill-grace in 
Cairo. Not that Colonel Nasser’s Egypt has any 
objection to mere friendship with Turkey ; Turco- 
Egyptian relations, which were bad until a year ago, 
have lately become almost fulsome. Cairo’s primary 
objection to the Iraqi move is that it cuts across 
Egypt’s proclaimed policy, which is that if the Arab 
League can get a few new armaments it can look after 
its own security through its own exclusive collective 
pact. Both Egypt and Syria have opposed any thought 
of linking up with outsiders, and the former has been 
boasting of turning down American military aid 
because the price is acceptance of mutual obligations. 
A second Egyptian objection is to the abruptness of the 
Turco-Iragi move ; this explodes some classic preju- 
dices in an area that venerates long memories, and in 
which, if prejudices have to be dropped, it is nobler 
to let them sink into oblivion slowly. 

Lastly, the Iraqi move -challenges a prerogative 
that Egypt has always, and with reason, claimed for 
itself—the leadership of the Arab League. At the last 
meeting of that body, in December, the Iraqis, who 
had already strayed from the strict path by accepting 
American military aid, merely said that they intended 
to seek a new treaty with Britain, that it would follow 
the Suez precedent of providing for British evacuation 
of the air bases in Iraq but also for their “ reactivation ” 


in certain eventualities, and that they wished to inc! 
any attack upon Iran as one of these. To this 1! 
colleagues agreed, but they opposed any Iraqi inc! 
tion to go further and join the Turco-Pakistani p: 

Colonel Nasser refused to bring Egypt into such a | 
or to use his influence in the Arab League to se 

an endorsement for Iraq’s entry. In his opinion it \ 
too early to force states whose thinking had b: 
vitiated by years of nationalism into pacts extend 
outside their own area. 

Iraq’s action is the more galling to him and |! 
colleagues because they are realists, and know tha! 
points a way that they are bound to go in the end. A 
Egyptian who is logical—whether statesman, soldier : 
cotton exporter—knows that Egypt’s fortunes depen 
on its links westward through the Mediterranean, a1 
Egyptian diplomats have hastened to explain to th: 
western colleagues that though official Egyptian orga’ 
have been attacking the Iraqi premier, Nuri Pasha « 
Said, for his deal with Turkey, their strictures do no! 
imply any animosity to the West. (The effect of 1! 
new Canal Zone agreement on their outlook can b 
measured by reflecting what they would have sai 
before it was signed.) Yet they are awkwardly placec 
because before they arraign the absent Iraq at the meet: 
ing of Arab premiers which they have called for today 
they will have to make up their minds between realism 
and pique. 

The source of their trouble is that Mr Menderes 
when he hustled the Iraqis, disturbed a complacency 
in which most Arabs have been content to moon for 
years. When he adjured his hosts not to delude them- 
selves either that they can remain neutral—for the 
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Middle East’s oilfields and lines of communication 
condemn it to be a cockpit—or that they can defend 
themselves—since such defences as small powers can 
afford are of no use whatsoever against the only likely 
aggressor—he may have seemed to them to be advanc- 
‘ng something new. But in fact, he was only posing 
, problem that had vexed them all ever since they 
-yoe independent, the problem of how best to live 
Is the best course a policy of no entangle- 
ind consequently no bombing, or is it a policy 
ng up with a major ally in order to lessen the 
aggression ? All Arabs have liked to think 
es wedded to the first course, but in fact, if 
re to cudgel their brains, they would remember 
s their goal only when there is no danger about. 
In 6, when Egypt felt the threat of Mussolini’s 
; nism, it was quick to switch to the policy of 
» an outside alliance. Similarly, today, Iraq, 
; the nearest of the Arab states to Russia and 
Asian world that feels Russian pressure, and 
iew wealth from oil makes it still more vulner- 

“Is the need to take a similar line. 


* 


rn statesmen need not feel nettled at the 

that they have time and again made the points 
Menderes made, but without success. They 

vays regarded by the Arabs as tendering their 
mainly out of self-interest, and, inevitably, the 
sponse has been that of the doubter to the over- 
ilesman. Turkey, however, can lay claim to 
membership of the doubting class, and can with 

eal of the convert proclaim that its doubts were 

tified, and that its alliance with the western 

I ; has not impaired its sovereignty or indepen- 
der Yet the message will not ring true in all Arab 
‘cause of several fundamental differences between 
| ind Arabs. Turks, unlike Arabs, have two cen- 
t ‘f experience of Russian pressure ; they feel for 
‘ussians just the sort of animosity that the Arabs 

for Israel. But just as important is a less 

s difference: ever since Kemal’s rise to power, 

h governments have been broadly enough based 
public opinion to allow of their taking and 

ing not only popular steps such as joining anti- 
Russ.an pacts, but also potentially unpopular ones such 
4s readmission of foreign capital, and even of a 
| military headquarters, to a country that turned 
reigner out with contumely less than a generation 


> would-be democracies of the Arab world, and 
in particular, enjoy neither the unifying influence 
Ol outside pressure nor the advantage of govern- 
' based on wide public support. Further, their 


ries of western tutelage are fresher’ than Tur- 
, Thus their weak governments are obliged to 
Piacate a multitude of adversaries on the home front 


i 
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andering to prejudice—against outsiders, against 
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the one-time colonial powers, against Israel. At best, 
this weakness leads to a foreign policy of drift in a 
world of make-believe, at worst to action taken at the 
dictation of ignorant mobs, as occurred in Iraq in 1948, 
in Egypt in 1952 and in Dr Mossadegh’s Iran. There 
are only two methods of ending a plight in which, in 
the last resort, a mob is master. The one is to ride 
roughshod over it in the style of a dictator, the other 
to attempt the statesmanlike course of dispensing with 
cant, unmasking prejudice and explaining where the 
nation’s best interests lie. | Unfortunately, the Arab 
States possess very few statesmen endowed with the 
moral fibre, let alone the political backing, that is 
needed to put such messages across to unlettered crowds 
bred on years of fanaticism, bribery by rival factions, 
and periodic tastes of power. 


* 


It must be confessed that Nuri Pasha of Iraq, in 
taking the step that he has taken, approaches the 
technique of dictatorship. His generation is out of 
touch with Iraq’s rising middle-class, and the last Iraqi 
elections conceal the fact that he does not enjoy nation- 
wide support ; since then, his government has given 
short shrift to Communist and left-wing groups. Yet 
he has not ridden roughshod over all educated opinion ; 
there is support in important sections of a younger 
generation of Iraqis for the idea that abandonment of 
neutrality is now in the country’s best interests. The 
theory was advanced by the prime minister of a year 
ago, Dr Fadhil Jamali, but his cabinet of young men 
was not strong enough to implement it other than by 
the acceptance of American aid in April, 1954. This 
month, during the debate on the budget, the minister 
of education, Khalil Kenna, who also belongs to the 
younger generation, advanced logical arguments for a 
positive line such as Turkey’s, as opposed to a negative 
one of drift into a “ political vacuum of neutrality.” 
Perhaps, therefore, the opinion of a few reasonable 
Iraqis will prevail over the impulse of the multitude of 
unreasoning ones. 

If so, there will be justification for Mr Menderes’s 
belief that the Arab world needs a dose of brusque 
home truths. He is shortly to visit Egypt. Will he be 
able there, too, to brush aside the argument that only 
time can bring awakening to the realities of modern 
defence ? Will he cause Colonel Nasser, as he has 
caused Nuri Pasha, to act on the basis that there is no 
time to spare? Whether realism or prejudice will 
conquer in Cairo may be discernible at the meeting that 
the Egyptians have called for this weekend. For, 
although Egypt is nettled at losing the initiative to Iraq, 
it can pride itself that the fate of any Arab move towards 
an effective regional defence policy lies in its hands. 
Upon the lead it gives now will depend whether the 
Arabs emerge from their dream-world about defence, 
or dawdle on, clad in prejudices that fit like an old jacket 
but that are, like most old jackets, out of date. 
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The Taxation of Personal Incomes 


A Second Reading 


a are rumours that the Final Report of the 
Royal Commission on the Taxation of Profits and 
Income, which will inevitably deal with very far-reach- 
ing matters, will be published before the Budget. This 
is, therefore, probably the last opportunity for taking a 
second look—at greater leisure than is possible on first 
publication—at the commission’s second interim report, 
which appeared last spring and was the subject of an 
article in The Economist of May 1, 1954. This interim 
report* was entirely devoted to the taxation of personal 
incomes. Apart from a number of minor points, it 
dealt with two main subjects. The first of these was 
whether the present system of pay-as-you-earn could 
be changed into something much simpler and perhaps 
more comprehensive. The second was whether the 
present structure of personal, children’s and earned- 
income allowances should be reformed. On the first of 
these main subjects the commission was unanimous ; on 
the second there was a memorandum of reservation 
from four members. 

The objective of simplifying the present very 
complex (and, to the ordinary man, quite unintelligible) 
system of PAYE has a wide and obvious appeal, not 
least to the employers of labour who have to pay for the 
great volume of paper work. It is a further and equally 
attractive idea that income tax should not only be 
simplified but also amalgamated with national insur- 
ance, so that the citizen, instead of engaging in several 
complex fimancial transactions with the state, in some 
of which he pays and in others receives, would have 
only one comprehensive and intelligible accounting. 
The Royal Commission disappointed both these hopes, 
beth the wider and the more moderate. No one 
who reads the report can fail to be impressed both by 
the unanimity of the commissioners and by the force of 
the arguments they use—which can perhaps be summed 
up in the one that no scheme that is simple could be 
fair, and none that is fair could be simple. He would be 
a bold man (or woman) indeed who stood out against 
the wider conclusion, that the linking of income tax and 
national insurance would create more anomalies than it 
would remove. But this has always been the most 
complicated and controversial part of the simplifiers’ 
case, and many of those who have seen its attractions 
have always hesitated, without expert opinion, to 
pronounce on its practicability. 

On the more limited issue of simplifying PAYE, 


*Cmd. 9105. 4s. 6d. 


however, it seems much more legitimate, though it be 
at the risk of lése-majesté, to entertain continuing 
doubts whether even a unanimous commission has quite 
disposed of the subject. The technical apparatus built 
up by the report, out of materials supplied—and one 
suspects in largely pre-fabricated form—by Somerset 
House, is as intimidating here as elsewhere. But there 
are one or two considerations that can still be urged 
on the other side. The most powerful of these is that, 
to those who remember the history of PAYE, it is simply 
contrary to common sense to believe that the present 
system is perfect—or, if not quite perfect, the only one 
possible. For a long time, the Inland Revenue declared 
that no system of PAYE at all was possible without 
treading on the toes of its two favourite monsters—the 
Gog and Magog of Somerset House—Administrative 
Difficulty and Individual Equity. The arguments used 
to justify this obstinacy of negation were no less im- 
pressive in their marshalling of technicalities than those 
that are now employed to defend the inviolability of 
the scheme that was then declared to be impossible. 
Then, when the pressure became irresistible, it was 
discovered that it could, after all, be done. Is it 
reasonable to believe that the transition from impossi- 
bility to perfection was completed in one jump? 
Moreover, though brevity and concision are great 
merits in an official report, the Royal Commission’s 
discussion did not by any means cover all the methods 
of simplification that could be suggested, or that were 
in fact suggested to it. As one reads this section of the 
report, the suspicion keeps creeping in that the under- 
lying angle of approach was not (as it should have been) 
““ How can this problem be solved ?” but “ How can 
these objections to the present system be answered ¢ ” 
When administrative difficulties are mentioned, for 
example, it is usually the administrative difficulties of 
the Inland Revenue that are meant, not nearly so 
often the very great burden now imposed on the 
employers of the country. It would be a great pity if, 
on this subject, the report were taken as the last word. 


. 


* 


When it turned to its second main subject, that of !he 
re-casting of the personal allowances, last April’s report 
revealed a difference of opinion between the majority of 
ten members (including the chairman) and the minority 
of four, who can properly be called the Labour repre- 
sentatives. All the commissioners agreed that the 
present structure of allowances was defective in three 
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main respects, all three of them arising out of the sharp 

fall in the value of money since prewar days—or, more 

iccurately, from the failure to re-adapt the structure, 

by year, in pace with the fall in the value of money. 

We doubt [said the minority, but not in this in opposi- 

to their colleagues] whether, if it had not occurred 

1 automatic and silent consequence of the inflation, 

iament would have sanctioned some of the changes 

the incidence of taxation that have, in fact, taken 

ec... . We doubt, for example, whether the needs of 

nue could justify the fact that the married man with 

children who, before the war, on a prewar income 

400 a year, paid an identical amount of tax as the 

sle man at £150 a year and the married man at £250 

‘ar should now [the report is assuming an exact halving 

he value of money] be asked to contribute, on the 

ne real income, more than three times as much as the 

ponding single man and one-and-a-half times as 

h as the married man. Equally, revenue considera- 

would hardly justify raising much the same amount 

f additional taxation from the man with a postwar income 

of £1,000 a year irrespective of whether he is single, 

arried, or married with two children—with the result 

that the burden of the postwar tax is six-fold the prewar 

tax in the case of the married man with two children, two- 

and-a-half fold in the case of married persons without 

children, and less than two-fold in the case of single 

persons. 

So stated, these are obviously intolerable lapses from 

equity, and accordingly the whole commission was 

agreed in recommending (i) that there should be a 

wider zone of exemption at the bottom of the scale (but 

ingeniously so arranged that it would affect only those 

small incomes for which it was designed) ; (ii) that the 

children’s allowance should be increased, and trans- 

formed from a single lump sum into an allowance that 

would be at least in part proportional to income, and 

would apply to surtax as well as to income tax ; and (iii) 

that the earned income allowance should have a con- 

siderably higher limit. The particular figures proposed 

wre of secondary interest, since they are properly a 

matter for the Budget, if and when the principles of the 
sals are adopted. 


* 


So far, majority and minority were agreed. The 
(ormal matter on which they parted company was 
vhether or not the proposals should be self-balancing—— 
that is, whether every proposal for a concession to any 
group of taxpayers should be matched with a corre- 
sponding proposal for an increase elsewhere. But this 
teally masked a more substantial difference. For if the 
Proposals are not to be self-balancing, if they are to be 
presented (at least so far as this interim report is con- 
crned) as involving a net cost to the revenue—which 
Was the majority’s view—then almost inevitably they 
will suffer from timidity. - For example, the majority 
report discussed two schemes for an enlarged initial 
exemption. The larger, which was confessed to be the 
more desirable, would cost £56 million a year, and was 
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therefore rejected in favour of a much more modest— 
and thus, for its purpose, less effective—scheme 
costing only £8 million. But once there is a willingness 
to propose an actual increase of taxation on some groups 
of taxpayers, the proposals for relief to others can go 
much further. 

Part of the minority’s willingness to contemplate such 
increases—but only part—obviously arose from the 
class consciousness of their party. The grudging nature 
of their acceptance of the need for raising the present 
limit on the earned income allowance and the animus 
against the {£1,000-£2,000 group that occasionally 
peeped out of their discussion showed how exclusive 
was their sympathy with the burdens of the wage-earn- 
ing classes. But these were incidental ; on the whole, 
they made a bolder and more consistent attempt than the 
majority to meet the needs of equity in re-adapting the 
progression and distribution of the incidence of income 
tax on individuals. Thus they not only proposed the 
more expensive scheme of initial exemption: that the 
majority merely thought desirable, but they made no 
bones about paying for it by lowering the allowances of 
single persons and childless couples and by stepping up 
the rates at which tax begins to be levied when the 
exemptions are exhausted. Similarly, the proposal to 
extend the children’s allowance, proportionately to 
income, is accompanied by a proposal to reduce the 
personal allowances of single persons with incomes of 
over £1,000. Here again, it is not so much the actual 
figures that matter so much as the thinking behind 
them ; and it is difficult to resist the conclusion that, if 
there is to be any return even to the prewar standard 
of equity as between one class of taxpayer and another 
(not that the prewar standard was necessarily perfect), 
something much more far-reaching than the majority’s 
proposals will be needed. ® 


* 


Which line of thought is politically more realistic is 
not easy to decide. Which is it easier for a Chancellor 
of the Exchequer to carry through, a re-adjustment of 
allowances that imposes no extra tax on anybody but 
costs a lot of money, or one that costs nothing but 
involves raising the taxes. of many hundreds of 
thousands of people ? The answer, no doubt, is that it 
all depends on what is happening at the time to the 
standard rate. If a “ self-balancing” scheme were 
carried through in a year when the Chancellor could 
also reduce the standard rate, it could be devised to pro- 
vide the maximum of relief where relief is needed with- 
out actually increasing (but equally without reducing) 
the tax on any bachelor or spinster. 

Conceivably, this is just such a year. If, therefore, Mr 
Butler is thinking of incorporating any of the recom- 
mendations in last April’s report into his 1955 Budget, 
it is to be hoped that he will not be led by the party 
colouring of the minority reservation to close his eyes 
to the merits of its proposals. 
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Peking’s Blind Eye 


T the end of last week the Notes exchanged between 

Washington and Taipeh on December roth were made 
public. This delay of a month in giving chapter and verse 
for the American claim that the new pact with the Formosa 
government is fundamentally defensive has been a pity. 
It was no doubt dictated, amongst other things, by Chiang 
Kai-shek’s own attitude and by domestic political con- 
siderations in the United States, aggravated by the Chinese 
imprisonment of the American airmen. But the delay has 
enabled the Chinese Communist regime to ignore Mr 
Dulles’s original unsubstantiated statements that America 
would not back any Nationalist attack on the mainland of 
China. And Peking has made hay while the sun shone. 
Now every effort must be made to see that the American 
security guarantee to Formosa is accepted in its proper 
setting and to emphasise that, if the Peking regime were will- 
ing, a major cause of tension in the Far East could be 
removed. 


With this in view, President Eisenhower and Mr Dulles 
have this week given dramatic evidence of the new twist in 
American Far Eastern policy. At the President’s press con- 
ference on Wednesday, he went beyond Mr Dulles’s state- 
ment of the previous day in calling directly on the United 
Nations to attempt to arrdnge a cease fire between the 
Chinese Communists and Nationalists. This novel sugges- 
tion reflects a determined moderation in Washington, which 
will not only strike a new note in America itself, but will 
certainly chasten the firebrands in Formosa. 


Far from moderating their own actions, the Communists 
have this week let their. creeping aggression against the 
Nationalists go a stage further. They have attacked and 
apparently taken the small island of Yi Kiang Shan, one of 
the Tachen group 200 miles north of Formosa. This is a re- 
latively unimportant stage in itself ; it certainly does not pre- 
judice the actual defence of Formosa. But it is significant 
of the Communists’ determination not to let matters rest 
and to probe their enemy’s military and political position 
at every possible point. 


Thus, in any review of the present situation, two factors 
should not be forgotten. On their side, the Americans have 
now laid it down in black and white where the line is that 
the Chinese cannot overstep without directly involving the 
United States. On the Chinese side, however, there still 
appears to be a kind of reckless determination to ignore 
consequences. This may win revolutions at home, but 
abroad, in present circumstances, it cannot fail to carry a 


continued and much wider risk of war than the men in\ 


Peking yet seem to realise. 
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Nervous Return 


INISTERS cannot be relishing the prospect of me<ting 
the House of Commons again next Tuesday. 

next few weeks they will face an ever-lengthening | 
awkward issues—rail pay (coupled with the general | 
ing of nationalised industries), the Road Traffic B 
immigration from the Caribbean, farm prices and the 
length of national service. On not one is there much 
political credit to be gained, on several there is quite a 
lot to be forfeited, and on at least two—national service 
and farm prices—major electioneering points may b 
involved. 

It is the Government’s bad luck (or bad judgmen: 
on the very day Parliament reassembles one item o! - 
ness arranged for the Commons—the second reading of 
the Transport (Borrowing Powers) Bill—will presumably 
allow MPs to raise the whole question of railway finance. 
Tory backbenchers are clearly in two minds abou: the 
railway dispute. Some accuse the Government of “ appease- 
ment” and talk darkly of the need for a “showdown” 
(whether with their own leaders or with the railwaymen 
is not always clear) ; others feel that nothing would have 
done the party more harm electorally than a national! 
The first group is the more thoughtful, and the second 
more numerous ; but if the Minister of Transport really 
started an efficiency drive that annoyed the Nationa! Un 
of Railwaymen, both might unite to remind him tha 
election may be only a few months away. 

Nor do the Tories see much chance for profit \' 
other issues now pending. The annual farm price revicw 
will take place next month under the shadow 
swing to Labour in the by-election in South Norfolk. 
next month there will be the annual Defence White P 
and Labour is likely to try to give the impression ¢! 
would cut national service sooner than this Govern 
will ; the Tories are under no illusion about the t: 
that might cause them at election time. Among the « 
questions now looming, the Road Traffic Bill, which see: 
harmless at first reading, is now arousing intense irri! 
among affected interests in the constituencies ; ther 
certainly a case for looking closely at the powers w) ch 
the new inspection regulations might put in certain p: 
garage owners’ hands. There will also be trouble 4 
the immigration of Jamaicans, Altogether the business 
looks so chilling that some Tory pessimists are wond:' "2 
if the tide which has borne them along so easily for th: 
three years may at last be about to turn. There is no re 
why it should be ; but, unless Labour’s leaders touch 
depths of impotence, Ministers should have. reason- 
perhaps this will be a good thing for the country—to 21 
heartily sick of this session before very long. 
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South Norfolk’s Significance 


Conservatives held on to their seat in the South 

= Norfolk by-election, but by a majority of only 865 

cot -d with 3,239 at the general election in 1951 ; there 

was a swing of 3 per cent of the total poll towards Labour. 

In part, this Labour gain may have been due to the con- 

rion and imprisonment for fraud of the previous Con- 

e member ; despite what has been called the “ sport- 

re” of British politics it is a fact that in each of 

r three by-elections since 1945 at which the 

pre\ member had left the House under some sort of 

a cloud, there has been a swing against the offender’s 

rger than the current trend. But the suspicion 

that part of the swing last week was due not so 
mu past fraud as to a dissatisfied farm vote. 

[f the Government’s gains at other recent by-elections 
have been purely urban phenomena, Labour’s election 
pr s could be brighter than the Tories at present like 
to think. If the old constituency boundaries are used as 


1 measuring rod, there are 57 Conservative seats that Labour 
uld win with a swing as large as it marked up at South 
Norfolk last week. Of these, 26 are county seats, including 


ibout a dozen in which the agricultural vote is particularly 
t; indeed three of the five Tory county seats in 
« itself were won from Labour only in 1951, with 
maller majorities than the erring Mr Baker had 

| in the constituency fought over last week. 
ic other side of the medal the Conservatives have 
warmed themselves with the thought that if they 
n an additional 3 per cent of the poll from Labour 
i with 19§1, they would also (by coincidence, the 
the same as for Labour) win an additional 57 
these, 21 are county seats, although it is true that 
two or three (including one in Norfolk) does the 
igricultural vote seem really important. ll this arith- 
» rashly based on a single by-election fought under 
weather conditions; but the real significance of 
Norfolk—and it is very unfortunate—is that, as 
nual farm price review approaches, a swarm of 
Tories will be buzzing agitatedly in the Minister 

ilture’s ear. 


Ye 


. +» Parcere Subjectis ? 


‘| = are two main reasons for trying once more to get 
Mau Mau terrorists to give themselves up—one 

he other not unimportant. The good reason is that 

are hard-pressed by troops combing the forests to 

they are now confined, they may at last be prepared 
render en bloc on promise of an amnesty ; and thus 

A onspiracy, which is daily costing blood, treasure and 
towing bitterness, will come away at the roots. The other 
ccon, which is not unimportant, is that this offer—the 
- of its kind—shows a critical world that Britain’s first 

( 1s not to kill some thousands of degenerate and 
‘“c‘cerous but misguided savages, but rather to heal the 
Mccri¢s Of a tribe and bring back peace and security to a 
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colony. No question arises of returning those that surrender 
to society ; they must be segregated. But if they are to be . 
unreservedly condemned to the death penalty, which they 
all almost certainly have incurred under emergency legisla- 
tion, they have no incentive but to sell their lives as dearly 
as they can. Some—perhaps many—of them may still 
decide to fight it out, either because they are suspicious 
of the government’s motives, or because they believe in their 
cause, such as it is; or even because they prefer a short 
but vivid life of violence to penal servitude until death. 
But that does not detract from the wisdom of trying another 
offer timed to coincide with “‘ Operation Hammer ”; accord- 
ing to reports, the leaders of the Loyalists have endorsed 
the decision, and have not seen in it any betrayal of their 
interests. 

This was, too, the right moment to arrange an amnesty 
for past misdeeds by Loyalists themselves, coupled with the 
warning that the law must in future be observed and Mau 
Mau prisoners or suspects handed over to the prescribed 
processes of justice, whatever the risk that “ smart lawyers ” 
may get them off “on technicalities which Africans can’t 
understand.” It was inevitable that many white settlers— 
equally inevitably led by Mr Humphrey Slade—should pro- 
test vigorously at any further attempt to end a process of 
attrition on “an eye for an eye” basis. There is this to be 
said for their view: the new offer to the terrorists is an 
attempt to put a quick end to an African obsession which, .in 
the nature of things African, requires time to subside. It 
may therefore fail ; yet the government will have sought to 
parley with murderers. This to many settlers is the maddest 
way to try to govern Africa. But their undisciplined 
reaction does their cause no good ; and the government is 
right to take the course it judges most likely to end the 
revolt without breaking faith with those who have suffered 
and stood firm. 


Fairly Quiet on the Western Front 


“ E shall do our best to contribute ideas that can be 
helpful.” Sic Anthony Eden could well have a 
worse epitaph than these words from his broadcast on 
Monday night ; they express much that he has genuinely 
tried to do as Foreign Secretary. As broadcasts go, however, 
this one fell rather flat both in delivery and content. The 
occasion, on the other hand, has become of some interest. 
About a year has elapsed since the Foreign Secretary last 
took a quarter of an hour of the BBC’s time after the nine 
o’clock news, and the idea of a broad review of foreign 
affairs every now and again is a good one. There are two 
difficulties about it. One is that a rather special Rooseveltian 
fireside manner is needed to make such an official statement 
readily palatable. The other is that the BBC justifiably 
rejects any claim that even the Foreign Secretary has a right 
to broadcast whenever he likes. His talk must not gain 
purely party advantage by taking place, for instance, just 
before an important foreign affairs debate or when public 
opinion is facing a crisis. 
In Western Europe’s internal affairs there is at present 
something of a political lull, and it was characteristic of 
Britain’s attitude that the words quoted from Sir Anthony 
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Eden were applied to the current discussions in Paris about 
the French proposals for a European arms production pool. 
In Rome last week M. Mendés-France gained cautious 
Italian support for his proposals ; this was followed over the 
weekend by a rather more constructive German attitude 
which emerged from the French premier’s talks with Dr 
Adenauer. On Tuesday the Paris discussions were 
adjourned till Friday after everyone, including the French, 
had made it plain that, while there was no general basis for 
agreement, no one would think of breaking off the negotia- 
tions. 

Although the question of a European arms pool will 
almost certainly take a long time to settle, it looks like being 
one in which the process of negotiation could consolidate 
rather than divide the interests of the signatories of the 
Western European Union. In these conditions the pragmatic 
Eden approach is at its best. 


A Liberal German Arms Plan 


HE real star at the Black Forest meeting of Dr Adenauer 
5 and M. Mendés-France last week proved to be Dr 
Erhard. The federal minister of economics was present 
with a German alternative to the French draft of an arms 
production community. This has been “sold” to Dr 
Adenauer and will be considered by the representatives of 
Western European Union in their talks on the arms pool 
in Paris. Very little of the Baden-Baden conversations 
has been revealed, but the communiqué conveyed the 
impression that M. Mendés-France had not been displeased 
by the German case. It spoke of “the necessity of stan- 
dardising arms in consultation with Nato and of exchanging 
production programmes in order to co-ordinate them and 
to achieve the best use of resources as well as the reduction 
of costs—cartels and restrictive agreements being excluded.” 

The German proposal was drawn up after consultation 
with German industrialists who say they want a division 
of labour in arms production, but not one planned by a 
“‘ supranational bureaucracy.” It reflects the liberal policy 
of Dr Erhard and is, by and large, a version of the agreement 
he has reached with the future defence ministry in Bonn on 
ways by which Germany can manufacture arms without 
reintroducing a system of state controls. It also avoids 
setting up a new organisation which could discriminate 
against Germany by majority vote. In short, Dr Erhard 
seems to have proposed something no more rigid than the 
steel committee of the OEEC. 

Dr Erhard’s ideas seem, from what is known of them, an 
improvement on the French proposals. If German heavy 
industry is ready to co-ordinate its plans with the French— 
and, it is to be hoped, with the British and other members 
of the western alliance—this will after all be a radical 
improvement on any previous situation in the last few 
hundred years. Critics might bear the thought of earlier 
times in mind if they find Dr Erhard’s plan falls short of 
the ideal, or suspect that when two or three industrialists 
get together, the result is always a cartel. 

The Baden-Baden talks also touched on the efforts to 
increase Franco-German trade which were started as the 
result of the October conference between the heads of the 
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two governments. Progress has been made. The Germans 
have agreed to buy 500,070 tons of French wheat; the 
previous hand-to-mouth trade pacts have been extended to 
six months, and talks on a three-year treaty will start in 
March. Furthermore, a Franco-German chamber of com- 
merce has been set up; and, for their part, French and 
German members of their respective federations of industry 
have held a meeting of their joint committee in Paris, 
Things on the Franco-German business front are moving. 
not sensationally, but perceptibly. 1 


The Sahara for the Saar? 


HE French, some critics say, are offering the Germans 
the Sahara in exchange for the Saar. In point of fact, 
the latest talks do not appear to have given shape to the 
vague French ideas of joint development projects in North 
Africa. Equally, the Germans do not seem to have gained 
any compromise on the Saar out of the Baden-Baden talks 
between Dr Adenauer and M. Mendés-France. The two 
statesmen are being commendably reserved on their con- 
versations in order not to upset their parliaments, but it 
has been made clear that they dealt only with elucidating 
the terms of the Saar agreement, and not with any changes 
in Germany’s favour. 

It is perhaps ominous that the talks on the economic 
aspects of the treaty were postponed. This suggests that M. 
Mendés-France did not fulfil German hopes of better 
economic relations with the Saar that were aroused at the 
time of the original agreement. Fears have even been 
expressed in Germany that the French are about to sign a 
separate economic pact with the Saar government which 
would show how tightly they intend to keep the territory 
in their grip. Even if these suspicions are not realised, the 
Saar agreement still does not look the kind of stable arrange- 
ment that the British and Americans could safely guarantee. 
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Gestapo at the Grate? 


e of the depressing features of the Parliamentary 
O programme ahead is that at least three private 


members are to introduce bills that should never have been 
con ed suitable for private members’ procedure. 


Unfortunately, the bill that is to be considered first—it 
wil ntroduced by a Conservative, Mr Nabarro, and is 
d by an alarming number of normally far-sighted 
from both parties—looks like being the worst of 
che It will apparently seek to enforce eight of the 
twelve recommendations of the Beaver committee on air 
pollution—all those that a private member’s bill could 
enforce, because they do not involve Exchequer assistance. 
[here are three points to be made. First, although most 
le agree that there will have to be some official action 
nse the air of smoky fog, a large body of opinion is 
dubious of the particular recommendations in the 
tf report ; among other things, the committee inclined 
towards controls and never towards the price 
and it envisaged a vast increase in consumption of 
coke which is not in fact there to be consumed. Secondly, 
even if these and other criticisms of the Beaver report are 
niair, Mr Nabarro—and those who signed their support 
Bill—seem to have given themselves little time to 
tudy them; their intention to introduce this bill was 
announced almost immediately after the report was pub- 
lished. Thirdly, when complicated measures of this kind 
are in prospect—which could give sweeping new powers 
to local authorities, affect a large number of industries, and 
even introduce an army of inspectors to domestic firesides— 
it is important that Ministries should have reasonable time 
to weigh the issues and consult the parties concerned. The 
interval since the publication of the Beaver report, with 
Christmas intervening, has been precisely. seven weeks. 
The Government is so scared of being accused of favour- 
ing foul air that it may feel compelled to rush out proposals 


Soo = 
ww 
> ¢ 


of its own in answer to Mr Nabarro’s bill, quite possibly 
in the course of the next week ; in this case, as so often 
with the initial draft of control measures in this Parliament, 
they will be ill-digested proposals, and it will not be at all 
surprising if they do not work. This is not the sort of 
prodding that shows brisk Tory backbenchers at their best. 
The proper advice to give the Government is: take as long 


2 tim 


ne as you need, work out the safeguards and possible 
tives very carefully, and determine that—although 
control is urgent—there will be no lack of thought 
a measure that might introduce a gestapo to our 


of 


Driving Tests Under Strain 


ie is certainly no truth in the rumour that the 
A Ministry of Transport is thinking of abolishing the 
Criving test, or that it intends to waive the regulation 
whereby learner drivers must be accompanied by an 
€xperienced driver. It is however true that the machinery 
of driving tests has been allowed to come perilously near to 
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breakdown. The number of applicants for driving tests 
has risen from some 570,000 in 1953 to 836,000 in 1954 
(partly because of the popularity of the autocycle), but the 
number of examiners has remained more or less constant 
at about 500. The result is that there is usually 
six weeks’ delay between applying and. being tested, and 
this waiting period threatens to become even longer. It is 
also possible that, in some areas, the standards of the 
harassed examiners are slipping so that they are becoming 
more likely to pass dangerous drivers out on to the roads. 

Some steps are being taken to remedy this state of affairs. 
The new Road Traffic Bill seeks to extend from three to six 
months the duration of*a provisional licence, and would 
make it possible to turn away the persistent applicant who 
seems unlikely ever to pass the test. The Civil Service 
Commission is about to hold a competitive examination 
to recruit another 160 examiners ; it may be asked to recruit 
more later, and at present salary levels (the inclusive rate 
in London starts at £544 and rises to £650, with rather 
lower rates for women and for examiners in the provinces) 
the Ministry of Transport seems confident that the job is 
attractive. The easiest and most obvious step of all, how- 
ever, has still not been taken. The fee that is charged to 
the learner-driver for a test is a mere 10s., which is actually 
less than the test costs the Ministry of Transport to run. 
On every conceivable ground—to discourage the large 
number of applicants who “have a go” when they know 
they are not ready, to make a profit out of a service for 
which there is booming demand, and to pay higher salaries 
if these should be necessary to attract examiners of the 
right type—the fee should clearly be doubled or trebled at 
once. Legislation accumulates, waiting lists lengthen, 
expensive expedients are used. Must the price system always 
lag behind ? 


Mr Manley Wins Jamaica 


R MANLEY and his party, the People’s National Party, 
have been elected to rule Jamaica on a comprehen- 
sive policy, but not in any sense on an extremist one. The 
PNP’s manifesto, though it promised action in almost every 
field—educational, industrial, agricultural and political— 
did not “ promise the earth”; indeed, it alleged that the 
outgoing chief Minister, Mr Bustamante, had done that at 
previous elections. Mr Bustamante’s electoral appeal was 
in effect a reliance on the slogan “Trust the Old Firm” ; but, 
after ten years of power, he has had to accept the almost 
inevitable electoral decision in favour of trying a change. 
His period of office has shown that it is not always wise to 
distrust the picturesque. Under his administration, though 
there has been some corruption, Jamaica has certainly matle 
more progress agriculturally in the past five years than it 
did in the previous twenty ; schools were being rapidly 
built at a cost per place lower than anywhere in the Carib- 
bean ; and the Jamaican Industrial Development Corpora- 
tion had backed schemes for small processing industries to 
the tune of some £100,000. 
But all this left much of Jamaica’s grinding poverty, 
under population pressure, untouched. Nevertheless, Mr 
Bustamante has probably retained the support of the very 
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poor ; the big majorities for Manley candidates were largely 
the result of urban and middle-class backing, and the 
splitting of the vote by the otherwise unsuccessful Farmers’ 
Party. Mr Manley, with a majority of four, now has to 
implement his mandate ; his first move has been to plan 
a Ministry of Production, which in fact seems to be more 
of a production advisory council with local business repre- 
semtation. Quite how it will fit in with the Industrial and 
Agricultural Development Corporations is not yet clear ; 
but its creation shows awareness of the need to maintain the 
rate of Jamaica’s development. 

Mr Manley is likely to insist on maintaining the rate of 
Jamaica’s advance to self-government no less ; in fact he 
will want a rate ahead of other Caribbean colonies, and 
therefore a rate that may make some difficulties for federa- 
tion. But the PNP backs federation, and Mr Manley 
personally is acceptable to the leaders of the other islands. 
There seems good reason to hope that the PNP policy on 
most matters will be realistic ; and any residual irresponsi- 
bility may be a small price to pay for having established, 
in another British colony, a democratic tradition of “ ins ” 
and “ outs.” 


Atoms for Peace-lovers 


“vER since Mr Eisenhower presented his “atoms for 
peace” plan to the United Nations Assembly in 
December, 1953, the Soviet government has felt it to be 
a thorn in the flesh. How could Marxist verbiage explain 
away the fact that the “imperialist warmongers” were 
offering to use their skill and resources for the benefit of 
all mankind, while the Soviet Union, which claimed to be 
ahead of all other countries in exploiting atomic energy for 
peaceful purposes, had nothing to offer and, indeed, 
emerged as the main obstacle to the progress of the plan ? 
When the United States and Britain pledged specific 
quantities of fissionable material to the world pool last year, 
the Communist dilemma was intensified. Russia’s claim 
to have started up a power station using atomic energy 
might have been more readily accepted by other nations 
if Russia had also pledged a few kilograms of uranium to 
the pool. Instead, silence reigned in Moscow. 

This week, however, the Russians set out to regain lost 
ground. On the eve of preparatory talks in New York for 
the world conference on atomic energy that is to be held 
in Geneva this summer, they announced that they would 
present at Geneva a report on the operation of their 5,000 
kW atomic plant. There was no suggestion that they would 
let foreign scientists see this plant, the very location of 
which is kept secret ; but at least a shrewd propaganda 
blow had been struck. 

Three days later came a second: the Soviet govern- 
ment announced that it was going to help China, Poland, 
Czechoslovakia, Rumania and Eastern Germany to build 
experimental atomic piles. For the past week the Com- 
munist propagarida network has made this example of 
Soviet generosity and good will a major theme in its world- 
wide output. It is undoubtedly a well-timed stealing of 
thunder. But some observers have been struck by the 
highly selective distribution of Moscow’s gifts, and wonder 
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why Rumania should be favoured above, say, Hungary 
Bulgaria. The answer is presumably to be found in 
admission that Russia will obtain “raw materials ” 
exchange. Even among the satellites, only those 

already provide Russia with uranium, or are expect: 
provide it shortly, appear to qualify. It would there 
seem to be highly optimistic for any non-Comm 
country to hope for one-way benefits under the new S. 
scheme. Only those willing to hand over their ura: 
need apply. 


Signor Togliatti on Top 


TALY’S huge Communist party, claiming a membe: 
I of over two million, has been showing sign: 
unwieldiness. During the past week a party confer 
the first since 1951, has been wrestling with prob 
which have lately looked like splitting the member 
more seriously than at any time for over thirty years 
has been open knowledge for some weeks that the appa: 
moderation of the official party leadership unde: 
secretary-general, Signor Togliatti, has met with str 
criticism, not only from the rank and file, but also | 
some of his closer colleagues. Signor Togliatti has | 
accused of mental and physical incapacity for his posi: 


of paying more attention to his latest girl friend than 1 


party affairs, and of squandering the electoral successes 
1953, when the Communists and their fellow-trave! 
ran up a poll of over six million. These accusations b 
undoubtedly been helped by a general feeling that Ita’ 





Communist fortunes are slipping. Having come almost 


within striking distance of power, the party has now ¢ 
less well than hitherto in trade union elections in the nor) 
while its campaign for land reform in the south has be 
to some extent outflanked by the recent progress m 
under Christian Democrat leadership. 

The outcome of the conference has nevertheless 5 
te confirm Signor Togliatti in office, and to demot: 
main critic, the former vice-secretary, Signor Secchia 


eo 


reality it would have taken a fundamental upheaval to 


achieve any different result—though this is still not 


excluded for the future. The fact is that the dispute goes 


deeper than personalities. The Togliatti line has | 


Moscow’s line. It has given priority to foreign questions 


over national ones; it has concentrated on attrac 
political allies rather than on standing alone ; and :t 
been operated with “soft” tactics instead of a natic: 
campaign of violence. But its critics are no do 


genuinely alarmed about its effects on the party, and a‘ 


burnt up with the desire to fight more vigorously for w! 
they passionately believe in. 


This is, of course, a very old dilemma for Commun»! 


parties, to which Moscow is normally quite insensit 
and which it has usually been able to ride successful!) 
The question may well be, however, whether the spe 


conditions in Italy—an unusually large and relative'y 


undisciplined party, improving economic prospects, anc 
fairly wide support for the main lines of foreign policy 


may not after all provoke an unusual crisis in the Com 


munist ranks. 
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Red Red Tapeworms 


scow’s Whitehall evidently has at least some 
| features in common with less “progressive” 
cracies. A biting article in Pravda last week 
d that Soviet officials have been skipping nimbly 
he way of the financial axe that was meant to descend 
m. Although a drastic reduction in the staff of 
ies and state organisations was ordered several 
s ago, the time limits set have long expired and the 
s full of reports that the economy drive has failed. 
ie cases Officials have apparently kept the same jobs 
camouflaging themselves with more “ productive ” 
in others, the old trick has been played of merely 
rring staff to other departments. Out of 670 officials 
tically dismissed from the ministry of the oil industry, 
66 have in fact found their way to productive work 
he field.” 
the very publicity given to these manceuvres and the 
words with which they are rebuked suggests that 
vernment intends to show no mercy to its servants. 
since 1917 there have been periodic alarms about 
arasitic growth of the bureaucracy, but the post-Stalin 
seems more determined than its predecessors. 
Khrushchev announced his new agricultural policy 
‘e warning that about 100,000 specialists would be 
-d out of their cosy offices into the bleak countryside ; 
ate last year it was proclaimed that thousands of 
indant lawyers, scientists, economists and other officials 
to get the sack, two or three months’ compensation, 
ne-way tickets to the Urals, Siberia or the Far East. 
zovernment is seeking not only financial economies, 
iso manpower for factories and farms, particularly in 
inder-developed parts of the Soviet Union. 
lany civil servants, abruptly exiled into remote and 
1 lands during a Russian winter, must already be 
ing on the illusive security and power they once 
t they enjoyed. For an uprooted commissar labour- 
a Siberian farm, neither three months’ compensa- 
ior Mr Khrushchev’s praise of the comforts of life 
ud hut, is likely to prove very consoling. 


Frustrated Cities 


AIN’S largest citie»—London, Glasgow, Manchester, 
ind now Birmingham—are rapidly running out of 
ng sites; but they have been told with increasing 
iess by successive Housing Ministers that they must 
;0 on building in their surrounding green belts. The 
il remedy—teiterated by Mr Sandys at Birmingham 
week—is that their surplus population and industry 
uld be shifted to new or expanded towns some distance 
This advice got a chilly reception at Birmingham, 
ich—like Glasgow, but unlike Manchester or London— 
unwilling to contribute to the cost of resettling its 


ciizens in areas where they will no longer contribute to 


city’s rates or work in its industries. Birmingham 
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apparently intends to ignore the Minister’s warning and 
is preparing plans for development in its green belt. 

The only large authority making progress under the 
Town Development Act is the London County Council. 
It has now almost concluded arrangements for housing 
Londoners at Swindon, Bletchley, Daventry, Basingstoke, 
Ashford and, less certainly, at Letchworth and Peter- 
borough. These towns are between 30 and 75 miles from 
the capital, but have good commaunications with it; this 
should facilitate the trarisfer of industry, which the LCC 
is now busily trying to promote at the British Industries 
Fair. The council has seven other schemes still under 
consideration, but the latest indications are that they may 
be shelved ; in particular the development of smaller towns 
—from which much was originally hoped—has bogged 
down in financial and industrial difficulties. 

Some big cities are undeniably less far-sighted than 
London. Glasgow has declined to pay part of the cost 
of the proposed new town at Cumbermauld, although the 
town is urgently needed for Glaswegians and the city 
would be given a share in its management. Birmingham 
seems reluctant to lose a single factory, although the city 
looks like being choked by a recent renewal of large-scale 
industrial growth. But, willing or not, no city—London 
included—can be expected to carry through the desirable 








America and the War 


The notice we took last week of the proposed mediation 
of the States referred to the views chiefly of the com- 
mercial classes. In the States, however, as in most other 
countries, the political parties are very different from the 
great interests. . . . Since 1783 the immigrants from 
all parts of Europe have carried with them the opinions 
and prejudices of their respective birthplaces, and if 
many of them have imported the feelings of the English, 
a still greater number have taken with them the 
exasperated opinions and feelings of the Irish and of all 
the republican and revolutionary parties of Europe. 
They, with a great portion of the more noisy and bustling 
natives, are the men who seek public distinction rather 
than wealth by patient industry, and constitute, as distinct 
from the national interests, the political party. . .. As 
England has given no support to the many revolutions 
that have been attempted in Europe, she has latterly 
gone backward in their estimation ; she has disappointed 
their hopes; and though they may hate the Czar, the 
Kaiser, the Emperor of the French, the King of Prussia, 
and all the monarchs and Governments of Europe, they 
hate England, too. Though the Government of England 
be on good terms with several of the Governments of 
Europe, none of the political parties in Europe, opposed 
to the Governments, love England, and the general dis- 
like, perhaps we may say envy, of such people in Europe 
taints the opinions of the political parties in the States. 
Hence many of the journals of the States—mere echoes 
of traditionary hatreds and of the disappointed feelings 
of the republicans and refugees of Europe—are filled at 
all times with diatribes against England ; and hence some 
of them now are more disposed to court friendship and 
alliance with Nicholas than friendship and alliance with 
England. We are thoroughly persuaded, however, that 
these noisy persons are merely politicians; that they 
represent none of the great interests of the States ; and 
will not permanently, or for any great purpose, influence 
the actions of the Federal Government. 


The Economist 


January 20, 1855 
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policies indicated by Mr Sandys without Government back- 
ing and inducements. If the Government wants the big 
cities to cast their bread upon the waters, why does it 
contribute so lavishly to flats in city centres and so meagrely 
to “ overspill ” schemes ? If it believes in some relocation 
of induStry (essentially a national issue), why is it doing 
so little to bring this about ? Until these questions are 
answered, Ministerial lectures to frustrated cities will con- 
tinue to invite sharp rebuffs. 


Fugitive Virtue 


ROM the hubbub which has followed Mrs Margaret 

Knight’s two radio talks on agnosticism, it might be 
supposed both that Broadcasting House in its corporate 
capacity had taken up the cudgels for Godlessness, and 
that lack of faith was a swiftly-striking and hideous disease 
from whose contagion a hitherto immune community must 
at all costs be protected by a cordon sanitaire of silence. 
Were the BBC’s monopoly powers used to plug atheism, 
to the exclusion of any reply, there would indeed be cause 
for alarm; could the doctrine of “clear and present 
danger” be invoked, in this instance, as an acknowledged 
limit to the right of free speech, there would be cause for 
action. There can hardly be any complaints, however, that 
Christian spokesmen have lacked, or are likely to lack, 
opportunity to deal on the air with Mrs Knight’s “ stale 
rationalist arguments ” and educational deductions ; nor are 
the dreaded results of atheism (as manifested in Nazi 
Germany or Soviet Russia) any likelier to arise from Mrs 
Knight’s talks than a Thirty Years’ War is likely to break 
out as a sequel to Protestant and Catholic apologetics. 

The BBC deserves congratulations on its long-delayed 
courage ; and the first to offer them should not be any of 
Mrs Knight’s fellow-agnostics, but the Churches them- 
selves. The Churches are confronted, as an undeniable 
datum of modern society, with the tacit or explicit aban- 
donment of faith, not only by obviously irresponsible, 
foolish and ill-conducted people but by innumerable indi- 
viduals no worse, in any other respect, than the average. 
In their efforts to counter this drift the Churches are 
hampered above all by sheer impenetrable public indiffer- 
ence. To make Christianity a live talking point is an essen- 
tial step towards making the truth about it a living element 
in the public consciousness. Mrs Knight’s talks, whatever 
one’s view on the quality of her arguments, have done 
more to that end than half a dozen exemplary sermons 
listened to with the same half-ear as endures the visibility 
forecast for Rockall. If certain churchmen have recognised 
this—but it is hard to credit them with so much cunning— 
they have been wise to advertise her talks by their fuss. 


Plea for St James’s 


HERE is general dismay at the proposal to convert the 

St James’s and Stoll theatres into offices. Already, 
because of sales and blitzes, London has seven fewer 
theatres than before the war—indeed it is often hard to 


THE ECONOMIST, JANUARY 22, 1955 


find a home for a play. Of the two losses now threatened. 
that of the unbeautiful Stoll—although it is the only 
theatre in central London other than Covent Garden tha: 
can accommodate opera and ballet—would be the easier 
to bear. But the St James’s Theatre was built in 1835, 
is charming architecturally, and has historical associations 
with famous managements. Why, then, has the London 
County Council’s town planning committee given its con- 
sent in principle to its replacement by a block of offices ? 
The LCC’s answer is, first, that the plan to convert it 
does not clash with its zoning for the area: all this means 
is that offices are allowed although a factory would not be. 
But the council has the power to make a building preser- 
vation order if it thinks this would be desirable. It ha: 
prepared for the Minister of Housing a list of the buildings 
that it considers to be of historical or architectural interest. 
It has graded these into three lists in order of priority for 
preservation—and St James’s Theatre is placed in Grade 3. 
The Minister, on his side, is required by the Town and 
Country Planning Act to publish his own list of buildings 
that should be preserved. This is in two parts. The first 
has statutory force, and no building contained in it may 
be touched ; the second, the supplementary list, merely 
names buildings whose architectural or historical qualities 
must be considered before permission is granted to interfere 
with them. The lists for the City of Westminster will be 
published shortly, and it will be surprising—not least to 
the LCC—if St James’s Theatre does not appear in the 
supplementary part. But the council, presumably, has 
already considered this probability, and would rescind its 
decision only if obliged to do so by the inclusion of the 
theatre in the statutory list. If there is a loud enough 
outcry, however, the Minister may think fit to call in the 
planning decision (which he can do so long as final approval 
has not been given by the LCC) and pronounce on it him- 
self. If the planning regulations have any value it was 
largely because they were intended to prevent despoliations 
of precisely this kind. It thus becomes a duty to make a fuss. 


Two Lessons from Costa Rica 


PEED is often the most vital factor in the prevention 

of international conflicts. The example set by the 
Organisation of American States in handling Costa Rica’s 
complaint should be recalled every time any international 
body has to deal with a similarly threatening situation 
Delay and hesitation on the part of such bodies encourage 
a potential aggressor to get in so deeply that he cannot 
draw back without humiliation, and they allow bloodshed 
and anger to mount to a point where warning words are 
no longer heard. Admittedly the danger with which the 
Council of the OAS had to deal was one of limited pro- 
portions ; the government of Costa Rica was menaced only 
by a few aircraft and small’ lightly armed columns. But 
even these modest forces constituted a clear danger to 4 
pacific and almost weaponless state of only 800,000 people. 
The principles of peace apply equally to states large and 
small, and the OAS’s swift action was no less commend- 
able because it was relatively easy. 

A by-product of the organisation’s promptness was the 
flummoxing of the Communist spokesmen throughout the 
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MORE POWER AT LOWER COST 


To add power to an existing diesel installation the simplest and 
most efficient way is to fit a Napier Turbo-Blower. On a 2-stroke 
engine power output goes up by more than 50%. A 4-stroke diesel 
fitted with a Turbo-Blower develops as much power as.two similar, 
but unblown, diesels. And both power gains are made at a lower 
specific fuel consumption. 
The Turbo-Blower is a good 
example of the Napier principle: more power at lower cost. 
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THE EC 

world, who, taking their cue from Moscow with automatic 
eficiency, had already announced ‘that the Costa Rican 
rebels and their Nicaraguan backers were acting~ under 
orders from the United States. The same spokesmen had 


assured the world, only a few months ago, that the OAS 
was a United States tool ; that, they explained, was why 
the Arbenz government in Guatemala’ refused its help 
last summer. Moscow must now supply its mouthpieces 
with a quick explanation for the odd fact that US aircraft 
and facilities have been unhesitatingly provided to enable 
the OAS to check an attack launched “by Wall Street’s 
orders.” The explanation will doubtless be forthcoming— 
Communist apologists are splendidly supple contortionists 
-but the lesson will not be lost on the world at large. 


Tidying up the Strategic Embargo 


ECENT changes in the strategic controls on exports to 
R Communist countries have the effect of tightening up 
the administration of these controls without, however, 
adding to the list of items under embargo. This, in fact, 
ond phase of the operation begun in October last 
year to streamline and simplify the lists agreed by “ Cocom ” 
(‘the fifteen-nation consultative group which co-ordinates 
the controls) while making them more efféctive. The 
Americans, in particular, should be gratified with the new 
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A Great American Humanist 
THE SPIRIT OF LIBERTY: Papers and 


intervening phase of civilisation. Natur- 
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regulations, as.they have long wanted to have these loop- 
holes closed. 

Two new steps have been taken. As from January 17th, 
all goods on the shortened embargo list passing through 
United King¢om ports to the Soviet bloc, China and North 
Korea are subject to transhipment control. Moreover, 
since all the other members of Cocom have simultaneously 
instituted transhipment controls of the same kind, the 
entire western embargo system has been made more effective. 
Henceforth, any goods on the “stop” list which are 
transhipped through any Cocom country will require.a 
Special transit authorisation certificate issued by the 
authorities in the country of origin, if they are to pass 
through the net of export controls to the Soviet bloc or 
China. By this means it is hoped to stamp out the illegal 
trade in strategic goods, which, it is known, has been carried 
on in the past by devious and intricate transhipment of the 
goods through third countries. 

The second new arrangement is in the nature of a 
tidying-up operation. From the same date, January 17th, 
special export licensing of British exports destined for 
Hongkong has ceased. This is a sensible and welcome move, 
for stringent export licensing has often in the past hampered 
normal legitimate exports of British goods to the colony. 
Frequently, the United Kingdom’s controls, which were 
designed to prevent possible leakages of strategic goods 
through to Communist China, have been more strict than 
those maintained by other countries exporting to Hongkong. 
It is also a timely recognition by the British authorities that 
Hongkong’s security controls are, for the most part, water- 
tight. 


platitude, is in itself an essential element 
in the wise philosophy of Learned 
Hand. The contradiction to the great 
clichés about America lies above all in 
the passionate concern for the freedom, 
the untrammelled idiosyncrasy of each 
individual mind that pervades virtually 
every page of this book. Judge Learned 
Hand seeks freedom in the ultimate 
sense of each man being free to dis- 
cover his own nature and to develop 
himself not as a unit in mass society 
but as an unpredictable, unjudgeable, 
unclassifiable human being who is 





Addresses of Fudge Learned Hand. 


Collected and with. an introduction and 
notes by Irving Dilliard. 
Hamish Hamilton. 315 pages. 21s, 


iy STAIN clichés - used by the 

‘lish in thinking about Ameri- 
nS are so widespread that they can 
Virtually be called: the settled English 
vi lew of of the American people;- One such 
is the conviction that the- mass mirid 
has reached a further stage of develop- 
ment in the United States than any- 
where else. The country par excellence 
o* te “common man” has such 
standardised interests, | amusements, 
activities es, prejudices and fears that if 
ee snow one, you know them ll. 
Moreover, the type that is produced is 
Tek cul turally, of a very high order. 
‘chnology and gadgets have swallowed 
up ‘ne higher things of life and the 
ai ‘0 quote the best loved cliché of 
ai, 18 a society which has passed from 
arbarism to decadence without any 


Cans are 


ally these prejudices were triumphantly 
confirmed during the McCarthy era 
when the Junior Senator from Wisconsin 
not only appeared to be a symbol of 
barbarism or decadence for both) but 
excluded most other Americans from 
the world’s attention. 


It is a pity that those who repeat the 
catchphrases most confidently are least 
likely to read the collection of papers 
and addresses of that great American 
jurist, Judge Learned Hand, now pub- 
lished together under the title of “ The 
Spirit of Liberty.” There they would 
find a personality, a style and a view of 
life as far removed from the common, 
trivial and the under-civilised mass 
mind as it is conceivable for a man to 
be. It is not simply a matter of 
urbanity and wit—as lively and on 
occasion as irreverent in his ninth decade 
as in his third—although the direction 
of that wit, towards modesty and self- 
depreciation, against pomposity and 





known only to himself and can be mea- 
sured only by himself. Now this kind of 
liberty demands the utmost forbearance 
from everyone, for among man’s dearest 
occupations is undoubtedly that of 
“making friends and _ influencing 
people ”—attempting to mould others in 
his own image, squeezing neighbours 
into the social conformity of mass re- 
actions and mass ideas. Yet while this 
process may give comfort, it does not 
give freedom. As Judge Learned Hand 
suggests : 


The spirit of liberty is the spirit that 
is not too sure that it is right ; the spirit 
of liberty is the spirit which seeks to 
understand the minds of other men and 
women ; the spirit of liberty is the spirit 
which weighs their interests alongside 
its own without bias ; the spirit of liberty 
remembers that not a sparrow falls to 
earth unheeded ; the spirit of liberty is 
the spirit of Him who, near two thou- 
sand years ago, taught mankind that 








Jesson that it has never learnt but never 
quite forgotten: that there may be a 
kingdom where the least shall be heard 
and considered side by side with the 
greatest. 


As these words suggest, freedom is 
not, however, the unfettered pursuit 
of individual preference. The free- 
dom Judge Hand prizes is far from 
the freedom to concentrate solely on 
trivial pursuits or material success. 
“There is no democracy in human 
values, however each may cry for an 
equal vote. It is the business of the 
soul to impose her own order upon the 
clamorous rout.” His own dedication 
is to such supposedly un-American 
activities as the arts, philosophy, the 
study of history, the cult of the curious 
mind, the practice of great “moral 
fealties.” But these things are not 
worth much unless the individual soul 
comes to them of herself “to establish 
a hierarchy appropriate to the demands 
of her own nature.” It is the second- 
hand, the glibly accepted, the mass- 
conditioned that is the enemy of free- 
dom. Men must be themselves or they 
will not be free. 

It is not surprising that such a vision 
of liberty—so far removed from the 
accepted notion of America’s uniform 
thought and conditioned social be- 
haviour—has consequences far beyond 
the personal sphere. Since its realisa- 
tion is inconceivable save in a tolerant— 
and decent—society, Judge Hand’s voice 
has been raised probably more elo- 
quently than any other in the free world 
to denounce the evils of McCarthyism 
—evils which occur certainly not only 
in America but in any society where 
the doctrinaire and the ideologue are 
ready to beat in the heads of those who 
will not be their brothers. It is not 
only to Americans that these words 
might be addressed : 


Risk for risk, for myself I would rather 

take my chance that some traitors will 
escape detection than spread abroad a 
spirit of general suspicion and distrust 
which accepts rumour and gossip in place 
of undismayed and _ unintimidated 
inquiry. I believe that that community 
is already in process of dissolution where 
each man begins to eye his neighbour 
as a possible enemy. . . where orthodoxy 
chokes freedom of dissent, where faith 
in the eventual supremacy of reason has 
become so timid that we dare not enter 
our convictions in the open lists, to win 
or lose. 

This is the great tradition of 
Western civilisation, but in a stream of 
thought which Western civilisation has 
often lacked, to its appalling cost. The 
sceptical Erasmus, the tolerant Mon- 
taigne, the magnanimous Lincoln, each 
working. against the grain of hard 
intolerance in his own age, come to mind 
in the reading of Judge Hand’s papers, 
and it is to this select company of wise 
and charitable men that his contem- 
poraries will assign him. As for -the 
cliché-mongers, they can at least reflect 
that the society which produced 
McCarthy has also formed, advanced 
and honoured the most eloquent 
exponent of liberty and tolerance living 
in our day. 


‘Unfinished Journey 


MAGNIFICENT JOURNEY: The Rise 
of the Trade Unions. 


By Francis Williams. 
Odhams. 448 pages. 15s. 


DEAS are one of the few commodi- 

ties which normally sell better at 
second-hand, and it is certainly a most 
saleable packet-of goods which Mr Wil- 
liams has produced from brands for- 
merly patented by Messrs. Hammond, 
Webb and Cole. Mr Williams is not 
to be blamed for following such excel- 
lent models, especially in view of the 
frank declaration of sympathies with 
which he prefaces his book. But it is 
a pity that he should have repeated, 
without qualification, their theories of 
the significance of the Industrial Revo- 
lution. These theories assume a 
pre-existing harmony of interests 
between the classes which was shattered 
by industrialisation and its accomplice, 
“ jaisser-faire materialism,” which 
caused Parliament to abdicate its social 
responsibilities. These responsibilities, 
according to the theory, were then 
taken over by the nascent trade union 
movement. But the view that Parlia- 
ment, throughout the long formative 
years of capitalism, recognised and 
exercised effective responsibility for 
regulating industrial relations and pro- 
tecting the standard of living of the 
masses, will not stand serious examina- 
tion. 


The early part of Mr Williams’s story 
is sketchy, where it is not inclined to be 
misleading. The necessary. general 
historical background is mostly~ left 
blank, and the crucial twenty years 
between the collapse of Owenism and 
the rise of the “New Model” unions 
are passed over almost. without men- 
tion, Chartism being disposed of in two 
sentences. 


But as we approach the present day, 
the author’s grasp grows firmer and 
the text fuller and more vivid. There 
is a very good treatment of the General 
Strike, which Mr Williams believes— 
probably correctly—will prove to have 
been the last great epic battle between 
labour and capital in this country. And 
he pinpoints what is surely one of the 
most significant developments of modern 
unionism—the rise during the last two 
decades of the TUC General Council 
to its present all-powerful position as 
the very shield and bulwark of 
Butskellism. For this he gives full 
credit to that often underrated figure, 
Lord Citrine. 


The present eminence of the trade 
unions is not without danger, as Mr 
Deakin is now finding to his cost. In 
an inconclusive final chapter Mr Wil- 
liams shows himself uneasily aware 
that the present dual role of the trade 
union leadership may be a difficult one 
to sustain indefinitely. But he makes 
only a perfunctory attempt to assess 
the future. His purpose is to survey, 
entertainingly if not originally, the past ; 
and most readers will feel that he has 
succeeded, 
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Marxism Analysed 


MARXISM PAST AND PRES) 
By R. N. Carew Hunt. 


Bles. 191 pages. 12s. 6d. 
RITICISM of Marxism has often 
been less successful than i need 
have been because it tended to <sume 
that to demonstrate logical weak». <<es jn 
any one part of it would be en ich wo 
bring discredit on the whole trine. 
Experience has shown that suc! ellec- 
tual power as Marxism possesses -prings 


from the peculiar way in which the 
elements composing it are amal: imated 
into a system. It has shown that \\arxism 
shares with other militant creciis the 
ability to present now one fa 


C now 
another ; and that when the enguw rer has 
exposed a flaw in one he is immediately 
shown another, ostensibly flawless, one. 
The dialectic method, the m.‘crialist 
philosophy, the sociology of the class 
struggle, the economic interpret:tion of 
history (of a very special kind), 2 primi- 
tive Ricardian (or, rather, Smithian) 
economics, a revolutionary theory of the 
state: all these elements are to be found 
in the doctrine, and there are many traps 
for anyone who tries to show the |imits of 
one, the primitive character of «another, 
or the sheer nonsense in a third, without 
having the skill and the stamina to deal 
with them all in turn. For only in this 
way is it possible to dispose of the theory 


intellectually. The faithful will, of 
course, always have the refuge of the 
credo quia impossibile. 

Mr Carew Hunt’s new book 
cellent example of this more sophisticat 
criticism. Well-written, scholarly and 
temperate in manner, yet decisive 
stance, it provides an admirable 
for those who wish to buttress U 
demnation of the repulsive aspects of 


modern Communism with an understand- 
ing of the errors of its intellectua! | ounda- 
tions. It is based on a thorough and 
discriminating study of the “ scriptures 
and of later commentaries, noi ly of 
Lenin and Stalin, as well as nany 
critical writings not easily acc e to 
the general reader. 
The book is especially well med 
and clear on the philosophical “cts. 
In particular, the shifts to whic): Viarx 
and Engels and their followers were 
reduced in their attempts to have « both 
ways on the issue of determinism | «inst 
the role of human action, or on the ‘ower 
of ideas against the inexorable m\.) o! 
the* forces of production, are ex': > nely 
well analysed. While~more 2). ton 
might perhaps have been given to «cent 
developments so as to justify ever more 
the last word of the title, the ph shi- 
cal chapters, and Mr Carew Hunt -on- 
clusiqn, bring out clearly that the ‘orce 
of Marxism derives from the : hat 
the inevitable destiny it predict in 


juct 


complete harmony with the 
enjoined upon the believers. \ 
The book is weakest on the eco omic 


alue 


aspects. The Marxian theory © °* 

and exploitation, which played « vital 
part in inspiring continental Soo 's™ 
and later Communism, is hard! dis- 


cussed, and the reader is, therefore, left 
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w e wrong impression that the un- 
' lly strong influence of Marxism 
bour movement has been entirely 
ts extremely esoteric philosophy. 


» there an adequate treatment of 
me hy economic theory is combined 
ed ‘ ie sociology of the class struggle 
ne Marxian philosophy of history 
in ihe logical deficiency of each part 
to ‘ence to the propositions of the 
a While Mr Carew Hunt’s discus- 
oT : [_enin’s “ Imperialism ” is useful 
oo a it goes, his lack of attention to 
he a ' iomic aspect has prevented him 
ed | fr wing the barrenness of Marxian 
mf ; ics, the complete lack of any new 
he | ition since Marx’s original theory. 
va ire a few minor blemishes ; ¢.g., 
- , le new word “ restructuring ” and 
ie sprints in German titles. Also, 
. lations on page 42 of the German 
ist ‘ estimmt and bedingt have been 
1S -d. 
of 
) & Keeping out of Trouble 
: ESSENTIAL LAW FOR JOURNALISTS 
- i J. McNae. 
re Press. 72 pages. 10s. 6d. 
or. T is a textbook for journalists. It 
ut ms from a comparable work by 
| = M F. L. Bridgman published in 
‘is I ind revised and extended to form 
ry is for a War Office correspondence 
of for journalists at the end of the 
he Chis publication now brings its 

y reasonably up to date, with the 
x- D ition Act of 19§2 included. As a 
od t k it is comprehensive and 
ad ct. It begins with those courts, 
b. tI ls and public meetings to which 
sis t rnalist has the right of access, con- 
n- with the restrictions on what may 
of lished, including the deterrent of 
d- pt of court, discusses defamation 
a- . > Official Secrets Acts, and ends 
od " hort chapters on copyright and 
* ing responsibilities. It is unlikely 
of re exists a journalist who would 
ny ( icarn something from it, probably to 
to ivantage. 
it 1s also a textbook in that it 
ed ; the law as it is. Its aim is to 
ts. the innocent and the uninformed 
rx trouble ; its tone is of one charting 
re ‘angers of life for the young man, 
th one moralising on why such 
ist rs exist or on whether what is con- 
ef nally described as a danger may not 
if uty be more of a challenge. That 
ly > well; it would certainly not be 
on ‘ul to attempt to combine these two 
nt ions in the same text. But it is hard 
re ‘© read this book without a suspicion 
ii- ‘recping into one’s mind that the liberty 
s ‘ the British press, our freedoms of 
ce wrungs and of speech, depend rather 
at | Hore On what might be called the con- 
in luugpality of our common habits of 
ct ‘ought and behaviour than upon the 

“' words of the law itself. Given a 
nic “‘onge in the climate of thought, and the 
ue UMcial Secrets Acts and contempt of 
tal ‘ort together could close down our 
“m “oUzons to a considerable degree. 
ise ‘hat possibility, too, is one of the 
eft ‘-ponsibilities of the journalist. Perhaps 


next edition of this book might con- 








tain an appendix with a professional view 
on where and when it would be advis- 
able, on an issue of principle, to turn and 
fight rather than to bow the head to 
authority and go submissively away. 


Banking in Africa 


MONEY AND BANKING IN BRITISH 
COLONIAL AFRICA. 
By W. T. Newlyn and D. C. Rowan. 


Oxford University Press. 315 pages. 30s. 


OW different are the economies of 

tropical Africa today from the self- 
sufficient village units that characterised 
it before the first world war. The trickle 
of export crops and minerals, which 
began in most areas just before 1900, has 
become a flood. These exports are 
carried to the ports by a network of road 
and rail transport serving the main pro- 
ducing areas. Shifting agriculture for 
subsistence food production still provides 
the livelihood of a majority of the 
peasants, but specialisation and the divi- 
sion of labour have gone far not only in 
export trades but also in the domestic 
economy. 

The changes are reflected in the mone- 
tary system and banking structure of 
these economies. The manilla and the 
Maria Theresa dollar, which circulated 
freely in the British colonies alongside 
sterling currency and French and Indian 
money until 1912, have been replaced by 
regional monetary units based on ster- 
ling and controlled by currency boards 
operating from London. British West 
African pound notes in circulation in the 
first year of issue numbered just over 
£1 million ; today they total over {60 
million. The banking habit has also 
taken root. To the British colonies have 
come representatives of the sterling area 
banking system, and branches of these 
banks are to be found in the main ports 
and commercial centres. 

The structure and working of the 
present highly complex monetary and 
banking system are admirably set out by 
the authors of this book. But their 
account is not merely descriptive. They 
set the working of these institutions 
against an excellent survey of the social 
and economic background, and they pro- 
vide a critique about their methods of 
operation and their place in the economies 
of these territories. To their study of 
the banks, both extra-territorial and 
indigenous, the authors add a review of 
other financial institutions such as the 
co-operative societies, land banks, money- 
lenders and expatriate trading firms, the 


‘ast especially being an important source 


of credit in these areas. This part of 
the book provides the first thorough 
review of the system of money and bank- 
ing that prevails in the British colonies 
of Africa. It is informed throughout 
with a real understanding of the under- 
lying principles at work and is based 
upon first-hand inquiries of the writers 
during recent visits to Africa. 


The second part of the book analyses . 


colonial economic structure, as revealed 
by monetary factors, and sets out to 
assess the implications of the existing 
financial institutions in relation to the 
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present needs of the territories. This 
part is the more provocative. The exist- 
ing system has served British Africa well 
in this first half century of rapid expan- 
sion, but today, with an increasing tempo 
of progress, it has many critics. On the 
one hand, the African community com- 
plains of a stringency of bank credit, and 
indeed bank advances to African custo- 
mers are both proportionately and 
absolutely small in relation to the sums 
lent to foreign traders, including the 
Syrians. The banks, on the other hand, 
point to the lack of negotiable security 
among Africans and to the difficulties of 
financing the small man. The lack of a 
money market is one of the difficulties of 
maintaining a suitable liquidity grading 
of bank assets. This makes banking ex- 
pensive for the customer and not highly 
rewarding for the banker in economies 
liable to considerable fluctuations in 
incomes. Two separate reports have been 
made in recent years, by visiting banking 
experts, upon the West African monetary 
system alone. This book provides a 
reasonable assessment both of various 
criticisms and of the official reports. 
The writers go further than this in 
attempting limited recommendations for 
reform. Among the major issues dis- 
cussed are the case for central banking 
and the arguments for adopting the 
practice of fiduciary issues of currency. 
Although this section of the book will win 
less general acceptance, the arguments on 
each side are put forward with clarity 
and with moderation, which should 
reduce the opposition to their proposals 
on specific items. In all, this book is a 
real contribution to African studies and 
one which will prove useful to commer- 
cial interests, to administrators and to 
students of African affairs alike. 
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Letters to the Editor 


The Still Small Voice 


Sirr—I offer three comments on your 
agreeable review of the new edition of 
my “Principles of Public Finance.” All 
are on questions of fact. 

(1) You say that in this edition I have 
‘completely deleted” my “most valu- 
able ” criticism of the “ differential taxa- 
tion of profits.” But earlier editions 
were written in the deflationary decades 
after the first war. The rentier, rather 
than the ordinary shareholder, then 
seemed the profiteer. On page 61 of the 
new edition I write, 


When both prices and profits are fall- 
ing, the holder of fixed-interest securities 
gets a windfall; so does the holder of 
equities when both are rising. Thus in 
the nineteen-thirties some thought a 
special tax on income from fixed-interest 
securities would be equitable, and in the 
nineteen-forties special taxes on profits. 
This, I think, gives a more balanced 
view. 

(2) You say that “in defence of his 
budgeting he quotes repeatedly from 
The Economist” and “ out of context.” 
“Repeatedly” is thrice, in broad 
approval of my second and_ third 
budgets, and in broad agreement with 
my claim at the Labour party confer- 
ence in June, 1946, that “the worst 
danger of inflation is passing.” All 
three most strictly and contempo- 
raneously in context, and most helpful 
to me, in confounding other critics, at 
the time. 

(3) You have misread my reference, in 
a footnote to page 235, to the rate of 
interest on the Transport stock. Far 
from expressing “naive ... glee” that 
this rate “was forced down after the 
compensation amount had been fixed ” 
(your italics), I express, perhaps naive, 
indignation that it was forced up, after 
the capital valuation, from 24 to 3 per 
cent. This success for the propagandists 
of dearer money burdened British Rail- 
ways with an additional charge of £5 
million a year and has thus noticeably 
contributed to present difficulties. — 
Yours faithfully, HuGH DALTON 
House of Commons 


Lessons From the Railways 


Sm—You are hoping for the “ restora- 
tion of the principle that efficiency and 
earning power must be the determinants 
of individual remuneration in the 
nationalised as well as the private indus- 
tries.’ Except where labour is paid on 
a piece-work basis or benefits from 
profit-sharing schemes, individual re- 
muneration is surely never determined 
in this way in either nationalised or 
privately operated industry, but is paid 





to compensate those who provide 
services for the disutility involved. The 
adoption of your principle would there- 
fore be more of a revolution than a 
restoration. This rather inclines me to 
sympathise with it; but in another way 
it might dangerously camouflage the 
uneconomic use of resources. The 
commonly accepted test of the desira- 
bility of any economic activity is 
whether, after paying its labour and 
capital what is required to persuade 
them to work in it, it can still show a 
profit. But if its labour and capital are 
only paid what the industry can afford, 
we can no longer tell which industries 
should expand and which contract, and 
the test is blurred. The answer it is 
designed to give will tend, of course, 
to come out in another way ; for labour 
will desert the industry for better em- 
ployment. Perhaps yn the case of the 
railways this would be the best way of 
getting rid of the “huge surplus” of 
redundant labour which you have dis- 
covered. You do not say this; and in 
any case would it justify the general 
acceptance of your revolutionary prin- 
ciple ? Your argument that if the rail- 
ways were more efficient they could 
afford to pay more, is obviously correct ; 
but what system of logic can turn this 
into the ossifying principle that an in- 
dustry should pay, not the economic 
wage, but only something which will 
preserve its financial equilibrium ?— 
Yours faithfully, J. R. SARGENT 
Worcester College, Oxford 


Hospital Finance 


Sir—The somewhat laborious journey 
through your Note on the hospital cost- 
ing returns was for me splendidly re- 
warded by its last lines—“ These costing 
returns are full of interesting information 
but they have little bearing on the main 
problem of hospital finance ”—so I ask 
to be allowed to illustrate their truth 
from letters in your later issues. 


First comes Sir George Schuster’s 
demonstration of the remoteness of 
Regional Boards. A board apparently 
tries to impress upon its Hospital Man- 
agement Committees the need to indicate 
by their savings that their previous 
estimates of expenditure were not as low 
as they could have been. Regional 
boards also have the naive notion that 
management committees can exercise an 
efficient control of finance, being able to 
foretell changes in prices, the state of 
supply and the -curiously whimsical 
rulings of Whitley councils. Finally the 
boards hope that this “control” will 
enable the managements not to end the 
year with unspent balances. (I once 
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heard of a hospital finance officer who 
apologised to his committee because 4 
certain sum remained unspent, but 
promised that it would not happen again. 
I suppose he intended to make h 

“control” more effective—in other 
words to spend up to his limit.) May 
I point out that Sir George Schuster’s 
word “unrealistic,” applied to que: 

tions regarding incentives to hospitals 
to use beds more fully, is correct 
but not the fault of The Economis: | 
It is unrealistic to raise nurses’ 
wages nationally, not permit over- 
spending, and then expect this to be 
managed by any other method than 
employing fewer nurses and having more 
unused beds. If the attention given io 
inventing “work -units” and “ assess- 
ment methods” were to be given to 
providing monetary incentives to man- 
agement committees and staff for com- 
petent management, hospital finance 
would be less of a problem. 

Secondly, the letters in your latest 
issue seem to show how the hospital! 
have forgotten that £ s. d. are the initials 
of management. If responsibility is 
placed fairly and squarely on the 
shoulders of the staffs of hospitals and 
if their earnings are affected accordingly, 
together with many incidental per- 
quisites—bed-sits, TV, dances, board, 
transport—meetings about it all would 
be unnecessary. 

It is unfortunate that “ the consumer ” 
as soon as he is in hospital is never 
right, so that the manager is denied the 
best check on waste. This only makes 
it more important to apply the whip of 
monetary incentives so as to affect the 
manager’s pocket as directly as waste 
affects the remote public purse. 

The way to management is responsi- 
bility and accountability. The hospitals 
are the purest examples of accountability 
without responsibility —Yours faithfully, 
Woking LESLIE E. BARBER 


Unesco Undecided 


Sir—I must write a few lines of appre- 
ciation of your article in The Economist 
of December 25th. In the course of 
my medical and social work in West 
Africa I have gained some knowledge o! 
Unesco. Too many of its members are 
unpractical, professional sociologis's, 
persons of meagre experience but with 
starry ideas of the scope of sociolog) 
No subject of social importance is out- 
side their scope. I have just read 

a Dublin magazine, The Bell, 
article entitled What is Cancer? by 
Frenchman of the Unesco Technica! 
Committee, -in which he decided that 
“Unesco shall take a fighting initiatiy 
in the struggle against cancer” }) 
“ stimulating and assisting research . . 
in liaison with WHO and othe! 
agencies.” The article which follows 
sketchy and of very little educations 
value. And this proposal comes at 
time when Unesco cries out that it 
funds are insufficient for projects 


already in hand. There could be nm 
more apposite example in support © 
your criticisms—yYours faithfully, 

London, W.1 


F. M. PurceLt 
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Letters to the Editor 


The Still Small Voice 


Sm—I offer three comments on your 
agieeable review of the new edition of 
my “ Principles of Public Finance.” All 
are on questions of fact. 

(1) You say that in this edition I have 
“completely deleted” my “most valu- 
able ” criticism of the “ differential taxa- 
tion of profits.” But earlier editions 
were written in the deflationary decades 
after the first war. The rentier, rather 
than the ordinary shareholder, then 
seemed the profiteer. On page 61 of the 
new edition I write, 


When both prices and profits are fall- 
ing, the holder of fixed-interest securities 
gets a windfall; so does the holder of 
equities when both are rising. Thus in 
the nineteen-thirties some thought a 
special tax on income from fixed-interest 
securities would be equitable, and in the 
nineteen-forties special taxes on profits. 
This, I think, gives a more balanced 
view. 

(2) You say that “in defence of his 
budgeting he quotes repeatedly from 
The Economist” and “ out of context.” 
“Repeatedly” is thrice, in broad 
approval of my second and _ third 
budgets, and in broad agreement with 
my claim at the Labour party confer- 
ence in June, 1946, that “the worst 
danger of inflation is passing.” All 
three most strictly and contempo- 
raneously in context, and most helpful 
to me, in confounding other critics, at 
the time. 

(3) You have misread my reference, in 
a footnote to page 235, to the rate of 
interest on the Transport stock. Far 
from expressing “naive ... glee” that 
this rate “was forced down after the 
compensation amount had been fixed” 
(you: italics), I express, perhaps naive, 
indigiiation that it was forced up, after 
the capital valuation, from 24 to 3 per 
cent. This success for the propagandists 
of dearer money burdened British Rail- 
ways with an additional charge of £5 
million a year and has thus noticeably 
contributed to present difficulties.— 
Yours faithfully, HuGH DALTON 
House of Commons 


Lessons From the Railways 


Sm—You are hoping for the “ restora- 
tion of the principle that efficiency and 
earning power must be the determinants 
of individual remuneration in the 
nationalised as well as the private indus- 
tries.” Except where labour is paid on 
a piece-work basis or benefits from 
profit-sharing schemes, individual re- 
muneration is surely never determined 
in this way in either nationalised or 
privately operated industry, but is paid 





to compensate those who provide 
services for the disutility involved. The 
adoption of your principle would there- 
fore be more of a revolution than a 
restoration. This rather inclines me to 
sympathise with it ; but in another way 
it might dangerously camouflage the 
uneconomic use of resources. The 
commonly accepted test of the desira- 
bility of any economic activity is 
whether, after paying its labour and 
capital what is required to persuade 
them to work in it, it can still show a 
profit. But if its labour and capital are 
only paid what the industry can afford, 
we can no longer tell which industries 
should expand and which contract, and 
the test is blurred. The answer it is 
designed to give will tend, of course, 
to come out in another way ; for labour 
will desert the industry for better em- 
ployment. Perhaps jn the case of the 
railways this would be the best way of 
getting rid of the “huge surplus” of 
redundant labour which you have dis- 
covered. You do not say this; and in 
any case would it justify the general 
acceptance of your revolutionary prin- 
ciple ? Your argument that if the rail- 
ways were more efficient they could 
afford to pay more, is obviously correct ; 
but what system of logic can turn this 
into the ossifying principle that an in- 
dustry should pay, not the economic 
wage, but only something which will 
preserve its financial equilibrium ?— 
Yours faithfully, J. R. SARGENT 
Worcester College, Oxford 


Hospital Finance 


Sir—The somewhat laborious journey 
through your Note on the hospital cost- 
ing returns was for me splendidly re- 
warded by its last lines—“ These costing 
returns are full of interesting information 
but they have little bearing on the main 
problem of hospital finance ”—so I ask 
to be allowed to illustrate their truth 
from letters in your later issues. 


First comes Sir George Schuster’s 
demonstration of the remoteness of 
Regional Boards. A board apparently 
tries to impress upon its Hospital Man- 
agement Comunittees the need to indicate 
by their savings that their previous 
estimates of expenditure were not as low 
as they could have been. Regional 
boards also have the naive notion that 
management committees can exercise an 
efficient control of finance, being able to 
foretell changes in prices, the state of 
supply and the -curiously whimsical 
rulings of Whitley councils. Finally the 
boards hope that this “control” will 
enable the managements not to end the 
year with unspent balances. (I once 
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heard of a hospital finance officer who 
apologised to his committee because a 
certain sum remained unspent, but 
promised that it would not happen again. 
I suppose he intended to make his 
“control” more effective—in other 
words to spend up to his limit.) May 
I point out that Sir George Schuster’s 
word “unrealistic,” applied to ques- 
tions regarding incentives to hospitals 
to use beds more fully, is correct 
but not the fault of The Economist ? 
It is umrealistic to raise nurses’ 
wages nationally, not permit over- 
spending, and then expect this to be 
managed by any other method than 
employing fewer nurses and having more 
unused beds. If the attention given to 
inventing “work -units” and “ assess- 
ment methods” were to be given i 
providing monetary incentives to man- 
agement committees and staff for com- 
petent management, hospital finance 
would be less of a problem. 

Secondly, the letters in your latest 
issue seem to show how the hospitals 
have forgotten that £ s. d. are the initials 
of management. If responsibility is 
placed fairly and squarely on the 
shoulders of the staffs of hospitals and 
if their earnings are affected accordingly, 
together with many incidental per- 
quisites—bed-sits, TV, dances, board, 
transport—meetings about it all would 
be unnecessary. 

It is unfortunate that “ the consumer ” 
as soon as he is in hospital is neve: 
right, so that the manager is denied the 
best check on waste. This only makes 
it more important to apply the whip of 
monetary incentives so as to affect the 
manager’s pocket as directly as waste 
affects the remote public purse. 

The way to management is responsi- 
bility and accountability. The hospitals 
are the purest examples of accountability 
without responsibility —Yours faithfully, 
Woking LESLIE E. BARBER 


Unesco Undecided 


Sir—I must write a few lines of appre- 
ciation of your article in The Economist 
of December 25th. In the course of 
my medical and social work in West 
Africa I have gained some knowledge of! 
Unesco. Too many of its members are 
unpractical, professional sociologists, 
persons of meagre experience but with 
starry ideas of the scope of sociology. 
No subject of social importance is out- 
side their scope. I have just read in 
a Dublin magazine, The Bell, an 
article entitled What is Cancer? by a 
Frenchman of the Unesco Technical 
Committee, -in which he decided that 
“Unesco shall take ‘a fighting initiative 
in the struggle against cancer” by 
“ stimulating and assisting research . . 
in liaison with WHO and _ other 
agencies.” The article which follows is 
sketchy and of very little educational 
value. And this proposal comes at 4 
time when Unesco cries out that its 
funds are insufficient for projects 


already in hand. There could be no 
more apposite example in support 0! 
your criticisms.—Yours faithfully, 

London, W.1 


F. M. PURCELL 
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AUSTRALIA, vast homeland of 


most abundant source of wool. 


a young progressive nation and 


Commonwealth. 


ACCOUNTING & ADDING MACHINES 
put business on record...at less cost 


COMPLETELY VERSATILE, — The WG “CLASS 31” DIRECT- 
ENTRY ACCOUNTING MACHINE. INSTANTANEOUSLY ADAPTABLE to all 
phases of Commercial, Industrial and Financial accounting. PAY- 
ROLL and SALARY RECORDS * LEDGERS of EVERY KIND (with 
simultaneous analysis and completion of related records and docu- 
ments) * STORES RECORDS * MATERIAL and STOCK CONTROL 
* COSTING and all varieties of special records for particular 
requirements. 
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FOR SUPER SPEED AND ACCURACY over the entire range of listing and primary book-keeping 
operations; the “E.N.” SERIES of NATIONAL ADDING MACHINES—in simplex and duplex versions, 
with and without wide platens and shuttle carriages. High, medium and low capacities. 


THE NATIONAL GASH REGISTER COMPANY LTD. 


LONDON, and all provincial business centres in Britain and throughout the world. 





9,000,000 of our cousins, is the world’s 
Livestock raising, dairy farming, agriculture 
and mining — Australia’s other great 


and ever-growing industries, steadily enrich 


contribute mightily to the strength of the 
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AMERICAN SURVEY is prepared partly in 


Those items which are written in the 


American Survey | *200%: 


United States carry an indication to 
that effect; all others aré the’ work of 


the editorial staff in London. 
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A Neutral Budget 


Washington, DC 
aS usual, discussion of the President’s Budget for the 
\, fiscal year beginning next July will concentrate on the 
ind, in the view of the general public, dreadful fact 
t is slightly short of being balanced. This irrelevancy 
t comments on the Budget, which is apparently 
ir to the United States, results in part from under- 
standable ignorance of modern theories of fiscal policy, in 
part from plain politics, and perhaps most of all from the 
sudget itself, which seems diabolically designed to produce 
ion. To begin with, it is not one Budget but two— 
‘ts for appropriations and estimates of expenditures, 
uch only the former is subject to action by Congress. 
<penditure side, which is what most people are talking 
when they say “ Budget,” is largely controlled by 
rammes and appropriations voted in the past ; some 
irds of all the expenses estimated are either payments 
ds ordered with previous appropriations or are 
ly automatic under continuing legislation, such as 
cemen’s benefits and interest on the public debt, for 
Congress cannot refuse to supply the funds. Even 
more controllable area of new appropriations, Con- 
ariably approves 90 to 95 per cent of the sums 
ted, and actions taken on such appropriations, while 
deeply affect individual plans of political signi- 
will have little noticeable effect on expenditures for 
in question, or therefore on the broad economic 
of the Budget. 

confusion about the controllability of the Budget is 
nded by the government’s dazzling system of “ trust 
’ for social security accounts (pension contributions 
on) ; although these are not considered as part of 
sudget, they produce about $8 billion of cash payments 
public and, this year, bring in an equal amount of 
ts. This system, among other things, requires that the 
ves of various social security accounts must be invested 
vernment securities, the interest on which is counted 
ne Budget ; the result is that the Budget includes as 
nditures some $2.5 billion worth of transactions which 
‘xe place solely within the government. Indeed, there 
t be a deficit of about $3 billion in the so-called Budget 
re there is any true deficit at all in the government’s 

l cash transactions. 
Cinally, this year the government, in an effort to avoid 
‘ public opprobrium of proposing to widen the deficit 
‘urthet, is advocating a vast new programme of spending 


$25 billion on highway development over the next ten 
years without .counting the expenses as part of the Budget 
at the time they are made. This sleight of hand will be 
carried out through a special new system of bond issues, 
with the Budget to be affected only modestly in future years 
as the bonds are paid off over a thirty-year period. 

In these circumstances the simplest thing for the leader 
writer or politician to do is to glare at the Budget for the 
flash of red or black ink, and then either raise cries of 
alarm or purr with satisfaction at what he sees. It some- 
times seems, in fact, that virtually the only figure in this 
Budget that will be remembered and discussed is the esti- 
mated deficit of $2.4 billion—a figure that, besides meaning 
very little, will turn out to have been wrong when the final 
sums are done eighteen months from now. 


* 


If this restricted view of the Budget is the one most 
expressed, there is much of a more fundamental interest in 
the thick document that was sent to Capitol Hill by the 
President this week, covering operations from mid-1955 to 
mid-1956. The most important thing about it is that it 
will be economically neutral—neither inflationary nor 
deflationary. This is because the total cash transactions of 
the government will be approximately in balance. The 
estimates, in fact, show a nominal cash surplus of over $500 
million. Yet the Treasury will have to borrow heavily in 
the autumn to meet seasonal needs, and thus will need 
another temporary increase in the limit on the national 
debt ; this borrowing will, however, be entirely paid off in 
just over a year from now. 

The labour and liberal economists have been consistently 
urging a strongly reflationary budget, with both lower taxes 
and higher expenditures. But, while the cautious and very 
modern hand of Mr Arthur Burns, chairman of the Council 
of Economic Advisers, has undoubtedly restrained the 
budget-balancing enthusiasts in the Bureau of the Budget 
and the Treasury from fulfilling their dreams too rapidly, 
there is no doubt that the attitude prevailing in the Admini- 
stration is balance-for-balance’s-sake. This theme runs 
through much of the President’s Budget Message as he 
explains why balance could not be achieved this year. 

Obviously, with the intractability of expenditures, the 
movable scale for achieving a balance was, and is, on the 
revenue side. For reasons largely political—no doubt 
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Budget for 1956 


Fiscal years ending June 3oth. 


BALANCE IN SIGHT 





$ Billion 


ICO —- 


90r- 
NEW APPROPRIATIONS 
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RECEIPTS 


| 
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1955 

Estimote 

WHERE THE MONEY 
COMES FROM 





Customs ond 
other receipts 








Fixed chorges MA 
(interesf?. VE AAAs 
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Individual 
mceme foxes 


income foxes 


The Cash Budget 
($ billion) 


| 1954 | 1955 | 1956 


; 








{ ; 28t. 1° ext. 
PGCHUt FOCRING Soa ss ta kia pes teese™ | 64-6 | 59-0 | 60-0 
Sruet Tund: sempt: s,s seis ick eh kee 9-2 | 9-84 11-3 
Less intragovernmental transactions, etc... 2:2) 2:2 2:5 
Total receipts from public.....................005 71:6 | 66-6 | 68-8 
Budget expenditures......cccccscssceses | 67-8 | 63-5 | 62-4 
Trust fund expenditures... .............6: | 721) 8-4 8-8 
Less intragovernmental and non-cash trans- } 
actions, etc. (net figures) ..........000. | 3-1 | 269 2-0 
Total payments to public......................65 | 71-9 | 69-0 68-2 
Oe OUNRE Siiiciacihaeticinss | 0-3 | 2-4 | ss 
ON GIs cas nh nthtindsstidwrsriicemmies fase | ae | 0-6 





The National Debt 


Last August Congress raised the limit on the public debt 
to $281 billion, but this authority expires on June 30th, and 
the limit falls back to the statutory level of $275 billion. 
On December 31st last, the public debt stood at $278.3 
billion, and it is expected again to rise above $275 billion 
during the first half of the 1956 fiscal year. 
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Aid for Allies 
($ billion) 





i 
New app 


- = | priations 
1954 | 1955 | 1956 | or 1956 
est. | 5 5 ele 


Expenditures 


Military assistance ......... 1-4 
Direct forces support (petrol) 

uniforms, rations, etc., ... 0-6 
Defence support, develop- 

ment assistance, technical 

co-operation, refugee aid, 

OU a vwvviends che bee ee 1-3} 1-1 . 1-5 
WUD crisccocternaaaeosus ects 4-9! 4-3 ’ 3:5 





* The total for expenditures in 1956 includes ‘‘ provision for : 
programme in Asia” of which details will be given later. 


Actual deliveries of military equipment in 1955 and 1956 
are expected to continue at “ around the $3 billion level ”; 
the fluctuations in estimates are due to a change in the 
method of financing and to the inclusion of aid for Korea 


in this programme instead of, as previously, in the defence 
estimates. 
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heartily, though silently, seconded on economic grounds by 
Mi Burns and his colleagues—the President asked for no 
changes this year, except for a previously-announced 
ad that automatic reductions in certain excise taxes 
and in corporation income taxes be postponed for another 
\ Nevertheless the government’s total cash receipts will 
by some $2 billion, entirely as the result of the antici- 
rise in incomes in 1955. The important outcome, of 
is that the economy will not get in 1955 the stimulat- 
ction of over $5 billion worth of tax reliefs that it 
1954—but then the economy presumably will not 

1e hypodermic as badly this year. 
ioubtedly the most significant feature of the expendi- 
f this Budget is its strong evidence that the days 
rp declines in government outlays are at an end, even 
t considering the new highway programme as part 
Budget as, economically speaking, it should be. The 


ly $1.1 billion in fiscal 1956 from the $63.5 billion 

in the latest estimate for the current 1955 fiscal 

This contrasts with the declines of $6.5 billion 

and $4.3 billion in the two previous fiscal years. Not only 

he fall in spending the smallest since Mr Eisenhower 

office but, more important, the total requests for new 

ypropriations actually increased. Since these will have an 

vortant influence on the level of expenditures in the 1957 

il year and subsequently, there is a strong presumption 

it federal spending has stabilised in the range of $60 to 

$65 billion a year for the foreseeable future ; this means 

that any future tax rate reductions can only be made 

ble, as the President suggested, by increasing revenues 
lting from economic growth. 


* 


ch a cascade of dollars tumbling out of Washington 

, of course, as a sturdy prop under the economy. What 
nore, this prop in the eighteen months ahead will be a 
itively steady one, instead of shrinking with each suc- 
ive month as it has done for the past eighteen months. 

It now seems that, barring a serious recession or a sudden 
warming of the cold war, the government’s role as a buyer 
{ goods and services will gradually decline in relation to 
-conomy as a whole because of the economy’s expected 
ansion, but will remain far larger absolutely and some- 

t larger relatively than in any previous period of peace- 


t was scarcely a desire to provide economic props which 
this vast bulwark of spending, but rather the demands 
the cold war. Defence, including atomic energy and 
sign aid, accounts, after all, for 65 per cent of the 
nated Budget expenditures. Yet the American budget- 
takers, despite certain Republican dogmas, despite the 
t total confusion in the public mind about the role and 
snificance of the Budget, and despite the inability of an 
\merican Secretary of the Treasury to alter taxes virtually 
by a stroke of his pen, seem to have muddled through the 
Keynesian age remarkably successfully so far. In the 1954 
car of recession, it is true, the cash transactions of the 
sovernment were almost exactly in balance, in contrast to 
the sizeable deficit which modern orthodoxy would have 
prescribed. But during the coming year and a half, if the 
highway programme is added, this present Budget should 
have a mildly stimulating effect on the economy, which is 
presumably just what the Keynesian doctor would order. 
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Questions of Security 


T his press conference last week, his first since before 
Christmas, President Eisenhower made trebly certain 
that the first, and probably the most controversial, concern 
of the new Congress would be the security procedures of 
the civil service. All the criticisms of the present regulations 
—the unfairness to individuals, the varying standards in 
different departments and, above all, the loss of the best 
qualified men—had crystallised round the case of Mr Lade- 
jinsky. This Russian-born expert on land reform had beer 
cleared for employment by the State Department, found 
insecure by the Department of Agriculture and finally 
engaged for responsible work in Indo-China by the Foreign 
Operations Administration on, it was understood, the direct 
instructions of the White House. But Mr Eisenhower, when 
he was questioned about the case, did not use the oppor- 
tunity to close it firmly ; instead, by thinking aloud and at 
length, on the basis of incomplete information, he revealed 
that he himself was not sure about Mr Ladejinsky’s relia- 
bility. The Senate Civil Service Committee, now headed by 
Senator Olin Johnston of South Carolina, has ordered Me 
Ladejinsky to remain in Washington until it has studied his 
case. It is expected to do this in a way that will be more 
embarrassing to the Administration than to him. 

Behind the Democrats’ determination to make political 
capital out of these security questions lies their deep resent- 
ment at the charges of being disloyal and “ soft towards 
Communism ” which the Republicans brought against them 
during the election campaign. The most outspoken, or at 
least the most widely. publicised, of these charges came from 
the Vice-President, Mr Nixon. But Mr Eisenhower, at 
his press conference, put loyalty to his subordinate before 
the desirability of conciliating the new leaders of Congress 
and went to what seemed to many to be unnecessary lengths 
to defend Mr Nixon. 

Finally, the President lost yet a third opportunity of taking 
the heat out of the Democratic disquiet over the Repub- 
lican treatment of civil servants by refusing to see any need 
either for major changes in the present security programme 
or for an independent bipartisan commission to review it. 
The Democratic Senator Humphrey is now pressing a com- 
mission of this kind on Congress but Senator Johnston and 
the other members particularly concerned may think it more 
profitable to keep such a partisan matter safely in their own 
hands. 


Disposing or Dumping? 


HE Department of Agriculture, it seems, can do nothing 

right. Its decision to offer 10 million pounds of its 
surplus butter on world markets at competitive bid prices 
to appease critics at home has brought a not unexpected 
storm of protest from Australia, New Zealand and elsewhere. 
The minimum price of 41 cents a pound set for export 
sales of butter last June has virtually prohibited trade— 
only 2 million pounds have been sold—and the department 
is being criticised by the new Democratic Congress for not 
selling more of its stocks of commodities abroad. But the 
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main exporting countries are in no mood to feel sympathetic, 
They claim that butter markets are “already adequately 
supplied” and can only be depressed by the American 
action. Nor are the protests confined to butter ; Burma 
and Thailand see in the rice disposal plan a threat to their 
foreign trade. And the department has found to its chagrin 
that it cannot even give away food to impoverished 
Spaniards without incurring the wrath of local dairy 
producers. 

The new policy for butter will certainly throw its shadow 
over the conference table in Geneva where attempts are 
being made to draw up a new General Agreement on Tariffs 
and Trade. The subsidised exports and import quotas 
forced upon*the United States by its domestic farm policy 
have already cast the American delegation in the unaccus- 
tomed role of chief culprit. A more discouraging considera- 
tion for the Department of Agriculture is that the present 
rate of disposal, which is so unpalatable to the outside 
world, has made little difference to a stockpile now valued 
at $7 billion, compared with $6 billion when the disposal 
programme was given legal sanction six months ago. In 
that period the department has sold abroad—or is nego- 
tiating to sell—produce to the value of $453 million. It 
has given away another $125 million, bartered $93 million 
against strategic materials and distributed $150 million for 
welfare both at home and abroad. At this rate the total 
authority of $1 billion, under the disposal scheme, will soon 
be exhausted although it was meant to last for three years. 

The taxpayer can at least take comfort from the facf that 
the cost of supporting farm prices seems to be waning. 
According to the budget statement, the net cost will amount 
to nearly $2 billion in the year which ends next June, but 
will fall to under $1 billion in the following twelve months. 
Moreover, the Secretary of Agriculture is optimistic that, 
by continuing last year’s reduction in the price guarantees 
for butter, eggs and cheese for a further year, output of 
dairy produce can be brought into line with demand by the 
end of this year. 


Unity on Both Sides 


HE Democratic leader in the Senate, Mr Lyndon John- 
son, has won the gratitude and therefore probably the 
loyalty, of a second group of freshmen Senators by again 
doing as he did when the Senate was organised in 1953. 
He has once more given every Democratic Senator a seat 
on an important committee instead of following the tradi- 
tion of handing all the interesting plums to the old residents 
and leaving the new arrivals to make do with such unattrac- 
tive assignments as Public Works and the District of 
Columbia. These are incidentally the two committees to 
which the Republicans, keeping to the old system, have sent 
one of their most outstanding newcomers, Senator Case of 
New Jersey, although he has also won a place on the Civil 
Service Committee. Each Senator sits on two, and some- 
times three, committees. 

Senator Johnson has thus been able to put a good liberal, 
more often to be found among the new than the old Demo- 
crats, on each of those committees where it is important for 
the party’s election record that the progressive point of view 
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should be pressed ; such committees are the Interior Com- 
mittee, where hydro-electric development is discussed, fo: 
example, and the Labour Committee which covers trade 
union matters. And with an eye to the special interests o/ 
his constituents, Senator Johnson has seen that there is ; 
Texan on both the committees which deal with the oi! 
industry—himself on the Finance Committee and Senator 
Daniel on the Interstate Commerce Committee. 

Much of the unusual unity shown by the Democrat: 
during their two years in opposition can be credited t 
Senator Johnson’s tact and co-operation in political manag: 
ment. The lesson has not been lost on the Republicans ; 
the Senate. On the excuse that all Senators up for re 
election in 1956 should have a seat on the Policy Com 
mittee which sets the party line in the Senate, the size « 
that committee has been practically doubled. This h 
made it possible to give a transfusion of liberal blood 
a group which had long been suffering from hardening | 
the arteries. On many questions Eisenhower supporte: 
will probably now be in a majority and in any case it shou 
be possible to settle most of the Republican differences | 
the committee room instead of on the Senate floor. 


More for All the Boys 





FTER tactfully urging members of Congress to gi 

both themselves and federal judges increases 
salaries, the President went on to bombard the Capitol w: 
a series of messages asking for higher pay for almost fi 
million government workers, whether civil servants, pos' 
men or members of the armed forces. Mr Eisenhow 
reminded Congressmen that their rise was long overd 
since they have had no addition since 1946. Their prese 
pay is $15,000 a year and they will hardly have the courag 
to raise it to the $27,500 that has been recommended b 
an independent commission. But an increase of some sor 
is more likely to be approved this year than it was las! 
when constituents would have been waiting with awkward 
questions at election time. 

Pay rises for civil servants and postmen are not 
seriously overdue, for they received increases in 19§1 ; th 
cost of living has gone up since then by about the 5 pe: 
cent which is the average of the increases asked by t! 
President. The actual amounts recommended vary, how 
ever, with the position of the employee and the underlyin; 
purpose of the proposals is to relate pay more closely to th< 
responsibilities of the job and to earnings for comparab| 
work in private employment. Similar recommendation 
were rejected by Congress last year when it voted a flat 
increase for all grades; it also refused to raise posta 
charges to cover the cost of higher wages for postal worker: 
For these reasons the President vetoed the Bill. This year. 
once more arguing that the Post Office should be a business 
proposition, not a taxpayers’ liability, Mr Eisenhower has 
again asked for increased postal charges and again he is not 
expected to get them. 

The recommended increases in pay for the armed forces 
are also designed to reward efficiency, and specifically to 
encourage volunteers to stay in service longer. At the 
moment only 20 per cent are re-enlisting ; the shortage 0! 
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sd young officers and men is dangerous, and 
y more so, at a time when the cost and complexity 
ng soldiers, sailors and airmen is going up rapidly. 
tempt to make military service a more attractive 
an important part of the new manpower scheme 
irmed forces which the President sent to Congress 
me time. That scheme followed the outline already 
officials, with the emphasis on strong and effective 
nits to back up a highly-trained mobile contingent 
immediate action. 


Is Leader a Leader? 


MM A CORRESPONDENT IN PENNSYLVANIA 


january 18th, a 37-year-old chicken farmer, sym- 
lically named Mr George Leader, became Governor 
ylvania, the third largest of the United States. 
ler is a Democrat, and he won election last autumn 
) votes, in a state in which registered Republicans 
er registered Democrats by 800,000, in which no 
had won the governorship since 1934 and in 
the Democratic organisation was moribund last 
Mr Leader, a State Senator, was chosen 
dard bearer who could absorb defeat gracefully and 
ght live long enough to see brighter skies for 
vania Democrats—some day. But he turned out to 
it asset: obviously sincere and friendly, he had the 
political background—rural honesty, sound business 
from small beginnings (he had started with an 
ceman’s loan and was now producing a million 
: year), an attractive wife and three small children. 
on, he was an appealing speaker. The Pennsylvania 
rats rallied behind him, led by a new and effective 
mmittee chairman and a finance chairman who raised 
ilf-a-million dollars with which to fight. 
ed by these successes, by the apparent national trend 
» their party, and by the increasing realisation that 
sublicans in Pennsylvania were suffering from all the 
ailments of a party too long in power, the four 
lements of Democratic strength in the state 
ited effectively: the Philadelphia reform admini- 
of Mayor Joseph Clark, who had turned the 
hed Republicans out of that city three years before, 
liberals who follow his lead and who formed the 
ie of the “ Volunteers for Leader ” in the campaign; 
ilar Democratic organisation of Philadelphia, now in 
alliance with the Clark forces ; the relatively con- 
ve, orthodox, and long-established Pittsburgh organ- 
of Mayor David Lawrence ; and, as in all industrial 
the trade unions. 
comparison with Mr Leader, the Republican can- 
the incumbent Lieutenant-Governor, Mr Wood, 


‘d very much a rotund, middle-aged, run-of-the-mill 
lan. He was carrying a heavy burden, too—the 
ious record of the outgoing Governor, Mr John S. 
in Pennsylvania, a Governor may not succeed himself). 
' Mr Fine, the old line Republican machine men, 
| the previous Governor, the progressive Mr Duff, had 


vigorously to purge, eased themselves back into 


‘ive control of the party and the Republican State 
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Legislature, split between supporters of the machine and 
Mr Duff’s friends, obstructed most of the Republican 
Governor’s programme. 

While there were few outright scandals in what the 
Democrats insisted upon calling the “ not-so-Fine 
Administration,” there were several matters that looked 
questionable. Perhaps more important, there were obvious 
failures to meet the urgent problems of providing sufficient 
schools for the postwar flood of children, or to keep up with 
the performance of other states in such things as provision 
for mental health ; at one point, over a hundred people were 
lodged in Philadelphia gaols who should have been in 
hospitals, had there been space. Finally, there was 
unemployment and discouragement in several areas of the 
State, most notably in the anthracite coal regions. To 
meet this, Mr Leader promised action; Mr Wood blamed 
“Democratic free traders in Washington.” 

By November, sober prophets like the New York Times 
were predicting Mr Leader’s election, but the size of his 
victory surprised everyone. Pennsylvanians who had 
watched the Republican domination of Philadelphia 
crumble in 1951 foresaw another reforming administration 
in Harrisburg, the state capital ; but by now a few doubts 
have arisen. 


* 


For one thing, Mr Leader has some very trying problems 
to solve. Pennsylvania will meed -to raise perhaps 
$350 million in new taxes, if it is to avoid increasing a debt 
already larger per head than that of any other state. Mr 
Leader promised to veto the extension of the sales tax 
imposed by his predecessors ; this means a loss of some 
$100 million in revenue. He can hardly introduce a state 
income tax—by far the most logical recourse—unless he is 
content to have it levied on a flat percentage basis, for the 
State Constitution forbids a graduated income tax. As for 
unemployment, Mr Leader has promised an energetic cam- 
paign to attract new industry to the state but, as a substitute 
for income tax, he will probably be forced to increase taxes 
on corporations, which will hardly make the state more 
attractive to business enterprise. 

For the moment, however, what worries independents, 
liberals, and labour interests most is that the new Governor’s 
appointments to important state offices have been dis- 
appointingly routine and political, especially when compared 
with Governor Harriman’s in New York. This, it has 
been suggested, shows the influence of Mr William J. Green, 
Jnr., leader of the old Democratic machine in Philadelphia, 
who is known to have been the Governor-elect’s companion 
during a post-campaign vacation in Florida and whose 
friends are obviously enjoying some major spoils of victory 
now. Mr Green, it is said, is thus taking his revenge for 
the drying up of political patronage in Philadelphia under 
Mayor Clark’s reforming regime there. More recently, 
Mayor Lawrence of Pittsburgh has been encamped in the 
state capital, presumably to break Mr Green’s monopoly of 
the new Governor’s attention. 

This leaves little room, thus far, for Mr Clark, his fellow- 
liberals, and the trade unionists, all of whom hoped that 
Governor Leader’s administraticn would mark a further step 
towards the new Democratic party for which Mr Adlai 
Stevenson stands, one no longer based upon old fashioned 
urban political machines, but upon enlightened city 
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administrations, co-operating with independent reform 
elements at both city and state levels. It is too early to say 
thar these hopes have been disappointed. Perhaps Mr 
Leader feels that he must first establish his party regularity, 
and that reform and mobilisation of the independents can 
come later. But in politics it is dangerous to let enthusiasm 
cool after a victory such as last November’s in Pennsylvania. 
Once in the safe hands of the professional politicians, 
Governor Leader may find it hard ever to live dangerously, 
or constructively, again. 


Merger in Manhattan 


F the shareholders and the appropriate banking authorities 
approve, and if Representative Celler fails to induce 
either the Governor of New York, the Federal Reserve 
Board or Congress to disapprove what he considers to be 
a dangerous concentration of financial power, the Chase 
National Bank and the Bank of Manhattan will shortly 
complete the largest bank consolidation there has ever been 
in the United States. The resulting Chase Manhattan Bank 
will still rank second to California’s Bank of America but 
it will be the largest on the east coast, with total resources 
worth about $7.5 billion and with deposits of just under 
$7 billion. About $5.5 billion of these will be provided by 
the Chase Bank, byt technically the mountain is coming 
to Mahomet. The explanation is that the Bank of Man- 
hattan’s charter, dating back to 1799, does not permit 
it to sell its assets without the agreement of all its share- 
holders. The virtual impossibility of obtaining such 
unanimity frustrated its earlier effort, in 1951, to go to the 
Chase Bank. 

In return for giving up the prestige of being a national 
institution, of which there are now only a handful in the 
banking field, the Chase Bank will gain practical advantages ; 
under a state charter it can make larger single loans 
than before and its books will be examined only once a 
year. The new bank is expected to pay dividends of $2.20 
a share. This is the present annual rate of the Chase, but 
its shareholders are to get 1} of the new shares for each 
share now held, while the Manhattan dividend has been 
only $1.90. Altogether the new bank will have 85 branches, 
57 of them provided by the Bank of Manhattan. This is 
the main argument for the merger from the Chase’s point 
of view. The emphasis today is on “consumer banking ” 
rather than “ bankers’ banking,” on small loans and indi- 
vidual accounts rather than on big business transactions, 
and this requires a large number of branches. 


Raising the Minimum 


Washington, D.C. 
Y asking Cong-ess to increase the federal minimum 
wage to 90 cents an hour and extend its coverage to 
groups of workers at present excluded, President Eisen- 
hower has come to the rescue of his Secretary of Labour, 
Mr James Mitchell, who has been battling to prove that a 
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Republican Administration can be the workers’ friend. The 
present minimum wage of 75 cents an hour is one of three 
“fair labour standards” to which employees engaged in 
interstate commerce are legally entitled; the others are 
time-and-a-half rates if more than a forty-hour week is 
worked and a minimum age of sixteen for general employ- 
ment. In practice only 22 million workers, or a third of 
the labour force, are covered by the law, partly because 
under it “ interstate commerce ” is very restrictively defined 
and partly because there are large classes of workers who 
are specifically exempted. These include all farm workers 
and the 7} million people employed in retail establishments 
Although details of the extended coverage proposed by the 
Administration have not been announced, it is expected to 
include some shop assistants but no farm labourers. 

Even 90 cents an hour is not very much in relation to 
the American standard of living ; the average earnings o/ 
the 483 million factory workers are $1.80 an hour. But 
there are particular industries, the bulk of them in the South 
and many of them employing chiefly Negroes, which will 
be considerably affected. The argument that in these cases 
an increase in the minimum wage actually harms workers 
by depriving them of their employment is not borne out by 
a recent study by the Department of Labour on the effects 
of the last increase in the minimum wage, early in 1950. 
on five industries with low wage-rates. In most cases all 
that happened was that the differential between skilled and 
unskilled rates was proportionately narrowed. The depart- 
ment could in fact only track down between 2,000 and 3,000 
people who could reasonably be said to have lost their jobs 
as the result of the increased cost of their labour. These 
came from two main industries—the oyster canneries of the 
Gulf of Mexico and the hand cigar manufacturers of Florida 
and Pennsylvania, who had been able to compete with 
mechanised firms because of their low wage costs. 

Behind the Administration’s proposal there will be not 
merely the trade unions, who have been agitating for a 
$1.25 an hour minimum, but many business and civic 
interests in New England who are worried at the competi- 
tion from cheap labour in the South. However, in spite 
of some solid support, Mr Mitchell will be very lucky if he 
sees his measure sail through without picking up some escape 
clauses for “ special cases ” like barnacles on the way. 


SHORTER NOTES 


When Miss Marian Anderson appeared recently. for the 
first time in opera she was, not for the first time, making 
a début for her race as well as for herself. She is the 
first Negro singer to become a member of the Metropolitan 
Opera Company. The enthusiasm of the New Yor! 
audience was expected to be repeated at her next perform: 
ance in Philadelphia, her home town. 

* 


Insurance rates against damage by windstorm hazard 
have been almost doubled in New England as a result 0! 
the heavy losses suffered by the insurance companies during 
the hurricanes last autumn. However, even with the 
increased rates—which are up by 150 per cent in some 
places—it will take some time to recoup the losses bj 
hurricane over the past decade. 
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WORLD-WIDE BANKING 
DEPENDABILITY... 






Many people throughout the world rely 
on The Hanover’s complete banking facil- 
ities when doing business or traveling in 
foreign countries. 





THE HANOVER BANK 


(ncorporated with Limited Liability in U. S. A.) 


7 Princes Street, E.C.2 
LONDON .. 4 15 Carlos Place, W. 1 


NEW YORK... 70 Broadway 





On the frontiers of human knowledge 


Now the Engineer, advancing with the Scientist, finds 


one dey. Ay 2 nY. 


himself on the very frontiers of human knowledge. 


an ang 8 eR one apa tees mar renege S 


a sees vie 


From there he sees with awe the vast potentialities, 
for good or evil, of atomic energy. Already he is striving 
with the Scientist to harness it for the benefit of mankind, 

\t the first atomic electric generating station, now 
under construction at Calder Hall in Cumberland, the 
turbo-alternators will be driven by steam, generated — by 

of a nuclear reactor — in plant jointly designed by 

bcock & Wilcox and the Department of Atomic Energy} 
and manufactured by Babcock & Wilcox. | 
Calder Hall, marking the first significant contribution | 


of atomic energy to Britain’s electrical power supply, is | ON YOUR TRIP TO NEW YORK 


the lorerunner of much larger developments which, by con- 
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, conventional fuel resources, will be of vital economic | ., ; : . os 
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importance to Great Britain and, indeed, to the world, can include a trip to Bermuda—at no extra cost! 
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long as you please. For complete rest, and enjoyment, there is ts 
STEAM-RAISING PLANT nothing like Bermuda’s pink sandy beaches, varied sports and : 
peaceful, leisurely living! H 
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FREIGHTERS 


AN’S RESPONSE TO ADVENTURE and high endeavour tends to identify itself with peak 
M performances in aviation. The fastest and largest trans-Atlantic liners have an 
appeal similar to the most spectacular element in seaborne movement: but in the 
background are the unostentatious trading activities of the plodding merchantmen. So 
it is with aviation. The newest turbine aircraft naturally serve to distract attention 
from the less imposing vehicles. Thus the regular flow of Freighter aircraft from the 
Bristol factory has been taken for granted, and these big boxcars are now in service in 
every continent. At home here a substantial and growing fleet of them plods to and fro 
on thousands of flights to France and Ireland. They are the forerunners of an air 
transport development that will probably one day supplant the sea ferries. In New 
Zealand, Freighters perform similar duties on the cargo ferry between the North and 
South Islands. In Australia they have built up the beef carcase air haulage Business in 
the Northern Territory meat export industry. In Indo-China another Freighter fleet 
serves the Vietnam airline both for its local passenger services and cargo needs, 
increased by the demands of War. Pakistan and Saudi Arabia also use the Freighter, 
and in Nigeria it provides Africans on the West Coast with air travel at one of the 
cheapest fare-rates in the World. Spanish carriers employ the aircraft for a variety of 
duties, including continental-type tourist class travel; and now Freighters have intro- 
duced the first regular cargo service in ‘Canada. They have also been bought for the 
Air Forces of eight countries for tactical transport roles. 

These Freighters are blunt-nosed, not beautiful. But that is the lot of most heavy 
haulage vehicles. Merchantmen of all kinds are seldom heard of—only perhaps when 
they run into trouble. Transport is indeed the blood stream of modern society: 
Huxley observed that moving things from one part of the globe to another was the sum 
of man’s activity. Aviation claims every year a larger share of the World’s carrying 
trade, so more and larger merchant aircraft will be required, 

Bristol’s share in the development of every-day air transport has, through the 
Freighter, been a large one. Some 200 have been ordered—mostly for export in twos 
and threes—and in six years of sustained production the Freighter has become Britain’s 
best-selling heavy-duty aircraft. These civil and military sales were, incidentally, made 
in a commercial aircraft market upset by large numbers of war-surplus transports— 
some in almost new condition—that were available at knockdown prices. 

The Freighter weighs 44,000 Ib and it can lift up to 14,000 Ib cruising at about 170 
mph and flying about 1.5 miles per gallon. In many countries the potentialities of the 
cheap to buy, easy to operate, reliable, capacious and flexible passenger-freighter are 
being realised, and commodity air lifting on scheduled service or on charter is a 
widening trade. 


THE BRISTOL AEROPLANE COMPANY LIMITED 
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Canadian Rescue Operation 


FROM OUR OTTAWA CORRESPONDENT 


[ was a curious escapade for three Canadian ministers— 
| C. D. Howe, of Trade and Commerce, Mr L. B. 
1, of External Affairs and Mr W. E. Harris, of Finance 
ush down to Washington on the very day of the 
President’s State of the Union message to Congress and on 
| y before the opening of the Canadian Parliament 
‘ sole purpose of talking to some members of the 
United States Cabinet about Gatt. Many puzzled observers 
are still inquiring whether the stated cause could have been 

] ‘ai One, 

vas. However curious the manceuvre may seem and 
ver improbable the truth, Gatt was what the ministers 
i about. The Winnipeg Free Press presented the 
nadian move in the clearest light—except for one point 
delightful cartoon which showed a fair damsel, marked 
Gait, tied to a tree with a bush fire approaching her defence- 
>t, the bush fire being American protectionism. But 
g to the rescue were three horsemen in the uniforms 
Northwest Mounted Police, heroic precursor of the 
R Canadian Mounted Police. And they were Howe, 
n and Harris. The one criticism of the cartoon, and 
ital one, is that the Northwest Mounted Police always 
cir man. The three Canadian ministers returned 
handed. 
iced one of the diplomatic comments on the Canadian 
was that the Canadian ministers might have known 
ance that they could not get the result they wanted. 
they wanted, so far as it can be learned, was to impress 
the “ highest levels” of the US Administration the 
‘ec which is being done to Gatt in general, and Canada 
ticular, by American insistence on the agricultural 
restrictions required by Section 22 of the Agricultural 
tment Act. This is a case which is fully supported 
ritain and most of the other Gatt signatories. It is, 
bservers have supposed, fully understood by the US 
nistration itself. But the Canadian government 
ntly felt that it must make one more effort “at the 

-st level” to resolve the deadlock which threatens to 

‘t from the American attitude. 

'n political grounds, here in Canada, the visit may have 
thought necessary to demonstrate that the government 
not quietly acquiescing in one-sided American pro- 

ionism. This government is inevitably embarrassed, as 

many others are, by being asked to accept strict obliga- 
ns to refrain from harmful trade practices while waiving 
“© application of those obligations to the United States. 
‘any Canadian industries asking for protection have been 


— 


told for years that their individual cases, however deserving, 
must be overruled by the need to preserve the general 
structure of Gatt. Domestic manufacturers must suffer, in 
fact, so that Canadian exporters might benefit from the more 
liberal practices. which other countries would adopt in 
return. 

The argument has inevitably suffered over the years from 
the continued adherence of so many of the Gatt partners 
to quota restrictions and discriminatory import controls on 
balance of payments grounds. This source of complaint has 
been contracting gradually as import controls were relaxed 
in the sterling area and Europe. The British proposals for 
tightening the balance of payments escapes, after converti- 
bility, gave fresh hope to Canada that in future Gatt would 
contain a better balance for this country between “ quid ” 
and “quo.” That is why, in the early stages of the Gatt 
meetings, Canadians were talking very hopefully about 
getting much more support for their government’s rather 
purist adherence to Gatt. 


By the time the Gatt sessions recessed for Christmas these 
rosy views were thickly obscured by cloud. The British 
proposals on the balance of payments escapes were running 
into difficulties both in the sterling area and in Europe, and 
the Americans were sticking to a position on agricultural 
restrictions which appeared hopelessly inconsistent with 
their desire for stricter obligations to be binding on everyone 
else. Moreover, it appeared after Mr Howe’s pre-Christmas 
visit to Geneva, that the Americans’ insistence on their 
own private waiver was undermining the chance of getting 
better provisions—from the Canadian point of view—in 
other parts of the agreement. 

This no doubt is the general burden of what the 
Canadian ministers tried to say. But what they were 
up against was the unalterable political necessity in which 
the United States Administration finds itself. President 
Eisenhower is now pledged to submit the new Gatt— 
if there is anything new about it after the conclusion of the 
Geneva meetings—to the Congress. True, he says he will 
submit only the “ organisational clauses,” but inevitably the 
Congress must look at the attached “trade rules” too. And 
the trade rules clearly specify (in Article XI) that the United 
States may not do precisely what the Congress has directed 
to be done by Article 22 of the Agricultural Adjustment 
Act. To ask Congress to accept an international agreement 
which contradicts its own legislation would be, says the 
Administration, to ensure its defeat. If Congress is to 
accept Gatt at all, the Americans must have some sort of 
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“ waiver ” from the other Gatt signatories allowing them to 
continue their policy of excluding those imports which 
would otherwise be attracted by their high levels of price 
support. 

From this sad fact may well follow all the lamentable 
results which the Canadian ministers fear. But it was a 
fact which unfortunately could not be changed by their 
pilgrimage to Washington. 


German Labour in Ferment 


AST week’s labour troubles in the Ruhr and Bavaria 

have two distinct causes. The 24-hour strikes called 
in the Ruhr were protests against a statement that the 
unions had secured representation in the management 
boards of industry through political blackmail. Actually, 
it was the British who were instrumental in bringing labour 
on to the boards of coal, iron and steel companies, though 
the extension of the principle of co-management to other 
firms was certainly the result of hard political bargaining 
by the union leaders and Dr Adenauer. The author of 
the offending remark was Herr Reusch, head of the big 
Gutehoffnung concern, who is an ironmastet of the old 
school, with no love for the unions. He has now brought 
about the first political strike in postwar Germany. Co- 
management is the German unionists’ most cherished right, 
and leaders—pressed to show that they are not supine— 
would be most naturally inclined to take action on this 
issue rather than another. 

Events in Federal Germany’s Deep South, where the 
tough, hard-headed Bavarians have been making trouble, 
are of considerable international importance. The Land 
Trade Union Federation, instigated by the extremist metal- 
workers union, intends to call for a Bavarian plebiscite on 
the question of rearmament. The federation was able to 
do this, while rejecting illegal action, because the local 
constitution allows for a referendum if ten per cent of the 
electorate calls for one. No other Land has a similar pro- 
vision, and the Bavarian example cannot be followed else- 
where. The trade union headquarters are against a general 
strike or illegal actions for political ends. But a vote 
against the Paris treaties in Bavaria alone, should the strong 
Catholic influence fail to prevent it, would be a serious 
blow for Dr Adenauer. It would gratify the East German 
Communist leaders, who have been calling on the unions 
and Social-Democrats to demand a plebiscite and call 
for demonstrations against the western pacts. 

How far Communists in the ranks are responsible for 
the labour trouble in Bavaria and the demonstrations held 
last week by the Socialist Students’ Organisation it is hard 
to say. But it is certain they are trying very hard to 
direct moves from below. How. vital it is to keep and 
enlarge the footing of crypto-Communists in the unions 
was openly admitted by leaders at the recent German 
Communist party congress. Members were ordered to sign 
declarations of loyalty if required to do so by anti- 
Communist union leaders. The party, said one speaker, 
changes its tactics but not its principles, and Communists 
must On no account allow themselves to be ousted from 
the unions or other mass organisations. Moreover, they 
must not be too doctrinaire about their dealings with Social- 
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Democrats. They must at all costs work with anyone who 
opposes the western treaties. 

The demonstrations against rearmament may therefore 
be due in part to crypto-Communists. But quite apari 
from their influence, there is a very strong body of opinion 
in the Social-Demovrat party which thinks that the leaders 
are too passive in their opposition. The executive, however, 
shows no signs of giving way to any demands for undemo- 
cratic action outside parliamentary bounds. They know 
well where this path would lead, and that they would be 
the first victims if ever the Socialist Unity Party gained 
power over the whole German workers’ movement. 


OEEC Meeting in Paris 


FROM OUR SPECIAL CORRESPONDENT 


HE Ministerial Council of the Organisation for Euro- 

pean Economic Co-operation, meeting in Paris last 
week, added a few more stones to the foundations of con- 
vertibility ; gave new impetus to the programme of intra- 
European trade liberalisation ; turned the “ Green Pool,” 
complete with its Spanish participants, into an OEEC 
ministerial committee for agriculture and food ; and, after 
hearing a report on the new Italian ten-year development 
plan by the Italian Budget Minister, Sgr Vanoni, established 
a working group to see what member countries or the organ- 
isation as a whole could do to help implement the plan. 


By far the most difficult decisions to reach were those 
that set in motion what will probably prove to be the last 
concerted OEEC assault on the quantitative restrictions 
remaining on intra-European trade. The difficulties of 
reaching agreement are reflected in seven pages of com- 
plicated and highly negotiated text in which the decisions 
are embedded. In brief, three interrelated decisions, 
hedged about with reserves, escape clauses and time limits, 
were adopted, to become effective on April Ist. First, it 
was agreed that member countries would increase from 75 
to 90 per cent the proportion of their imports on private 
account which can be imported from other OEEC countries 
without quantitative limitations. Second, liberalisation 1s 
to be applied in such a way that at least 75 per cent of the 
private trade is freed in each of the three categories, agri- 
cultural products, other raw materials, and manufactured 
products. The present requirement for each category | 
60 per cent and for a number of countries, such as Belgium 
and Switzerland, it will be considerably harder to reach 
75 per cent in the agricultural sector than it will be to 
reach the overall figure of 90 per cent. Third, in order 
that all countries (including Germany, Italy and Sweden, 
who already meet both the 90 per cent overall and the 
75 per cent by-category test) should participate in the new 
liberalisation effort, it was decided that all countries should 


free at least another ten per cent of the trade on private 
account that is still restricted. 


The principal qualifications that have been placed on 
these new decisions reflect the growing feeling of the coun- 
tries with low tariffs, like the Scandinavians, that further 
reductions in quantitative restrictions must be matched by 
tariff reductions. They also point to an increasing tendency 
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on the part of all OEEC countries to look at the remaining 
quantitative restrictions not as safeguards imposed for 
balance of payments reasons but rather as one of a number 
of devices now being used to protect home industry or 


aericulture. In this latest decision inequity and lack of 
reciprocity, as well as balance of payments difficulties, are 
recognised as valid reasons for re-imposing restrictions. 
And, in addition to a series of carefully defined modifying 
provisions to which a country may have recourse after con- 
sulting the organisation, any country at the end of eighteen 
months may withdraw any liberalisation which has been 
extended as a result of these latest decisions. The cumula- 
tive effect of the qualifications and reservations is probably 
not so much to weaken the basic decisions as to reassure 
the low tariff countries that they are not giving up all chance 


> me 
*t 


t if liberalisation proves too painful, and to make 
what easier for them to exact concessions from 
countries which, through other means, enjoy greater protec- 
tion. The nature of the new decisions, however, makes 
it plain that OEEC has now gone as far as it, or any other 

ition, is likely to go in removing quantitative 
tions by exhortation. The quotas which will be left 
end of the next eighteen months will have nothing 
to do with the balance of payments situation ; they will be 
here for protectionist reasons and will only be eliminated 
n for real action on other trade barriers. 


Restraint Over Blueprints 


As had generally been expected, the Council agreed that 
the EPU should be extended for another year from July ist 
and asked the Managing Board to report by the middle of 
April on any changes which should be made in the Union 


work out the details of a European Fund to succeed the 
Payments Union when the principal European currencies 
ire made convertible and the arrangements for the transition 
from the Union to the Fund. As now envisaged by the 
OEEC Council, the new Fund will have initial resources of 
about $600 million, about half of which will come from the 
residual capital of the EPU and half from new contributions 
irom members, All the present members of the EPU will 
be members of the Fund with the technical right to draw 
upon it, but the new fund is regarded principally as a means 
of enabling those countries which cannot become con- 
vertible at the time of the general move to continue to 
import freely from their neighbours, and as an additional 
source of credit for the small European countries. In con- 
the practice in the EPU, drawings will not be 


WiTNm ty; 
a Av 


ippreciable progress was made on either of the other 
(wo questions which Mr Butler has usually linked with the 
iropean Fund as necessary preliminaries to convertibility 
t is the trade rules which should govern in a transi- 
period after currency convertibility and the organisa- 

rrangements between OEEC and Gatt and the IMF 
Curing this period. To some extent, the nature of the 
decision must depend on the outcome of the battle 
the basic rules governing the use of quantitative restric- 
tions which is now being fought out in Geneva. And to 
some extent the absence of decisions is the result of a 
disposition on all sides to avoid too much blue-printing of 
the future. The approach to. convertibility is now both 
more relaxed and more pragmatic than it was last summer. 
OEEC is content to get on with its immediate tasks without 
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seeing the future too clearly. What seems to lie ahead is 
an easier time than was feared six months ago both for the 
many who will become convertible and the few who cannot, 
as well as enough time and good will to allow countries to 
make reasonably sure in advance that convertibility can 
be maintained once it is undertaken. 

Although the trade decisions were the difficult ones at 
last week’s meeting, the relatively easy step of naming a 
working group to study thé Italian development plan may 
point the way to the future development of the organisation. 
Apart from the obvious hope that full knowledge of, and 
confidence in, the plan by its European partners will result 
in a larger flow of capital to Italy, discussion of the plan 
within OEEC, while it is being developed, should have other 
advantages. It depends for its success on the Italian govern- 
ment’s ability to hold down consumption and increase sav- 
ing, measures which will be far from popular. Experience 
in the past has shown that the support of OEEC can help 
governments to take such unpopular steps. And if the 
OEEC’s strong moral support is coupled with action by 
member countries to enable the Italians to maintain a high 
level of trade and is sweetened with quite tangible, if short 
term, help from the European Fund, it should prove 
particularly effective. 


Kafue or Kariba? 


FROM A CORRESPONDENT IN NORTHERN RHODESIA 


R R. L. PRAIN, chairman of the Rhodesian Selection 

Trust, has stated recently that a decision between 
the rival Kafue and Kariba hydro-electric schemes is vital 
within about two months if the copperbelt’s power needs 
by 1960 or so are to be met. Many who have listened to 
the long drawn-out argument over the last two years think 
it would have been better if the decision had gone in favour 
of Kariba as originally proposed. The choice of “ Kafue 
first” aroused a parochial glee in Northern Rhodesia which 
was followed immediately by an equally parochial resent- 
ment in Southern Rhodesia; this began first among 
members of the Southern Rhodesian territorial parliament, 
gathered momentum with the support of Southern 
Rhodesian engineers long and honourably identified with 
the Kariba project, and finally spread to the general public 
of both Northern and Southern Rhodesia. 

There followed much manceuvring behind the political 
scenes in which it was generally believed that Kafue’s 
champion was Sir Roy Welensky, Northern Rhodesia’s 
leading public figure and deputy federal Prime Minister, 
while Mr R. S. Garfield Todd, Prime Minister of Southern 
Rhodesia, stood for Kariba. In face of this rivalry, the 
Fedetal Government went back on its earlier decision in 
favour of Kafue and appointed a commission of French 
engineers to report on both schemes. More or less at the 
same time Northern Rhodesia produced further data which 
showed that, by adding to the original Kafue scheme a 
second dam built upstream at Meshi Teshi, the output of 
Kafue could be expanded until it became slightly greater 
than that from Kariba and at about the same cost. This 
new information, supported by British and South African 
consultants, was sent to the Federal Government’s French 
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consultants midway through their investigations. In their 
report, however, they mentioned it only in passing, and 
based themselves on the original Kafue plan. 

The argument over Kafue and Kariba has taken place 
with a mixture of high technicalities and political jobbery 
under what must be the bewildered eyes of American 
World Bank officials, who have been asked for financial aid, 
big copper producers planning future expansion to which 
power is the key, and that minority of Rhodesian politicians 
and the general public who are clear-sighted enough to see 
that failure to have large new supplies of power by the end 
of 1959 will not only cut copper profits, but may also cut 
federal revenues by anything up to one-third. 

All the words and all the manceuvring have not altered 
the essential facts, though they have almost buried them. 
These are that both schemes are admirably suited to the 
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production of large amounts of cheap hydro-electric power, 
and both will be needed in time. Kafue can produce an 
estimated 400 megawatts of power at a cost of about £55 
million in 2} years, and this output can be more than 
doubled by a second dam at Meshi Teshi, which would 
make the total cost roughly equal to that of Kariba. The 
Kariba scheme could produce about 800 megawatts at a 
total cost of about £86 million, but it would require two 
years longer to complete than the Kafue project, apart from 
the Meshi Teshi extension. 

At the end of 1959 the copperbelt will need a little less 
than 50 megawatts more power than it will then be able 
to obtain from known sources, and this shortfall will rise 
sharply until it reaches 100 megawatts in 1961. Since the 
present power consumption is about 130 megawatts, the 
urgency of the problem is obvious. 

When this timetable is applied to the two hydro-electric 
schemes, the Kafue scheme offers power which, if work 
is begun within not more than a year, would be available 
on the copperbelt just when the power demand substan- 
tially outstrips the existing and potential sources of supply. 
But if the earlier Kafue decision is now reversed in favour 
of Kariba, the copperbelt faces a period of not less than 
two years between the period when its power shortfall 
reaches 100 megawatts and the earliest date at which relief 
can come from a Rhodesian power scheme. 

If the Kariba scheme with its two year time lag is 
adopted, the copperbelt could get over the difficulty by 
cutting the present production plans to conform with the 
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amount of power available. The effect of this could be 
reduce copper output from the level at present plann 
for 1961 by anything up to one-third. Such a reducti 
would probably cut by a roughly similar proportion | 
revenues derived by the Central African governments fr: 
taxation of the copper industry. At present this taxat 
provides the Northern Rhodesian Government with ab. 
85 per cent of its revenues and the Central African Fed 
Government with about 60 per cent. Moreover, last y: 
the mining companies, basing their plans on the th 
expectation of power from Kafue before 1960, began w: 
on providing electric light in all their African houses. 
Northern Rhodesian towns, and some of the sma! 
Southern Rhodesian centres, have also based their p! 
to house secondary industries'and provide for commer 
expansion on the belief that the present irritating rest: 
tions on power consumption would’ be over by the end 
1959. The postponement of these hopes for at least : 
years would delay a much needed move to escape from | 
area’s present total dependence on copper mining. 

The mines have indicated no alternative to cutting d. 
present plans but they could seek to extend the « 
of the arrangements they made nearly three years ago 
the supply of power from installations now being built 
the Lualaba River in the Belgian Congo. If, howe 
they do this, itis unlikely that they could obtain a ; 
manent supply of large amounts of power, except at h 
cost and through a long term purchasing agreement w 
the Congo authorities. Such an agreement could har 
be operated only for two years and the ludicrous situa 
might arise whereby when ample power eventually beca 
available from a Rhodesian river its only big-scale 
would be committed for years ahead to take power fro: 
source outside the country altogether. 


Franco Experiments 


Ree events underline the fact that Spain is uncas 
but clearly, moving towards a new era. That Gener: 
Franco wishes to see the monarchy restored on his ov 
terms, and through his own will, is now evident. In ! 
negotiations with Don Juan, the pretender to the vaca 
throne, the Caudillo obtained precisely what he wanted 
complete control over the education of the Infante Don Ju: 
Carlos and an implicit renunciation on the part of Don Ju: 
in favour of his son. The latter, who arrived in Madr: 
this week, will henceforth be trained under Franco’s cl 
supervision. In the next six or seven years he will b 
trained in the army, in the navy and in the air force 
His advisers and religious guides will be hand-picked b 
Franco himself. In return, the Caudillo will soon allov 
the young prince to bear the title of Prince of th 
Asturias—the traditional title of the heir to the Spanis! 
crown—and will permit Don Juan occasional visits to Spain 
These are trifling concessions, and it is important to notc 
that Franco has not committed himself formally to th< 
restoration of the monarchy. If the monarchist party prove 
intractable, or if the Falange persuades Franco that it wil. 
not accept the change without bloodshed, he can still see! 
other solutions to the problem of succession. 











\NOMIST, JANUARY 22, 1955 


Ir is because the prospect of his own retirement must be 
co ed in the next ‘five years that General Franco is 
‘nitiaiag carefully controlled experiments in certain kinds 
liberty. Spain has to be re-educated for the day 
> Caudillo’s cunning and powerful hand is no longer 
3 heel. The fact that monarchist candidates were 
al to oppose official slates in the recent municipal 
el is important. They did poorly, and this gave 
} , good demonstration of the strength of the Falange 
af the lack of a really organised. opposition in the 
It also allowed him to say to the monarchists that 
ration of the crown depended on his will and would 
be prepared very slowly. In order to prevent mili- 
i-monarchist propaganda, which could be disguised 
pro-Falange or pro-Franco colours, the Caudillo has 
chtening the press censorship. 
Ecclesia, the powerful organ of the Catholic Church, 
pted from the censorship. It is now waging a strong 
| campaign on behalf of a more general freedom of 
ss. Spain faces tremendous problems and certain 
nts in the Church are not happy about leaving all 
ns to General Franco. In particular, many Catholics 
‘eply worried about the threat of “Protestant con- 
ition” that attends the arrival of American troops on 
he Spanish scene. If the American military programme in 
Spain has got under way so slowly, it is largely because 
the Spanish authorities are trying to build a series of cordons 
, sanitarres around their dangerous guests. They do not 
\merican troops to be allowed at large in the country, 
» they wish to see American books and magazines 
readily available on Spanish news-stands. 
; whole matter has blazed into the open over the 
yn of marriages between Americans and Spaniards. 
ed out that the Spanish authorities were insisting that 
\merican chaplains should impose canonical regulations on 
iges between Catholics and non-Catholics. In fact, 
been rumoured that such regulations were to apply 
in the case of two Americans wishing to marry on 
h soil. The outcry in America has been considerable, 
is expected that the American authorities will seek 
ve at a compromise with the aid of the Vatican. 
Spaniards clearly feel that they are doing the West 
t favour in allowing America to build up their air- 
ports, roads and factories. Part of the truculence 
ved by Franco’s negotiators is founded on a shrewd 
\bout the future of peripheral strategy. The Spaniards 
that the extremely narrow margin by which M. 
s-France obtained ratification of the Paris agreements 
wered France’s stock in the eyes of the Pentagon 
further. American commentators have been saying 
france is a poor military risk. Bases in Spain are 
y handy and much safer. Thus Spaniards feel that 
ington will have to meet their terms. In addition, rela- 
between Bonn and Madrid have become increasingly 
ind the Spaniards believe that America will soon realise 
its best friends in the fight against “ world Bolshevism ” 
lly are. Like Marshal Tito, but for opposite reasons, 
neral Franco is prepared to put one careful and expensive 
t inside the Western camp while keeping the other boot 
mly in place. Like Marshal Tito, too, he is prepared 
participate on a limited basis in some of the European 
onomic organisations. 
Spain’s tone may change abruptly if its perennial 
onomic crisis worsens. But a providential rain and snow- 
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fall has averted the threat of drought. Unless America is 
prepared to experience some rude shocks in the future, it 
would do well to make it plain to Franco here and now that 
he is not as essential to the survival of civilisation as he 
sometimes tends to assume. 


Turkey’s Economic Troubles 


HE Anglo-Turkish debt agreement announced this 

week (and discussed in a note on p. 299) is an 
encouraging sign that the Turkish authorities are anxious 
to restore their credit abroad ; this is essential if they are 
to surmount their present economic difficulties. Turkey 
has, it is true, made great strides forward in recent years, 
but only at the cost of a yawning trade gap and, at home, 
an increasing threat of serious inflation, and it is particu- 
larly unfortunate that the Anatolian plateau should have 
been hit by drought at a time when the country’s economic 
stability, both internal and external, has in any case been 
growing ever more precarious. 

According to estimates, which are believed to be reason- 
ably accurate, the cereal harvest is about 25 per cent below 
last year’s record yield. (The cotton and tobacco crops, 
on the other hand, are expected to be the same, or slightly 
better than last year.) According to press reports, Turkey, 
which last year exported about 1.2 million tons of cereals, 
will this year have to import from 300,000 to §00,000 tons. 
As early as October the Turks were forced to ask the 
Americans to send an emergency shipment of 30,000 tons 
of wheat ; and a month later the United States agreed to 
send Turkey 300,000 tons of wheat and 200,000 tons of 
fodder grain against payment with chrome ore, Turkish 
lira, and some of the $76 million of economic aid allocated 
to Turkey last year. 

Thus the Turks will not have to dip into their foreign 
exchange to pay for their wheat imports. But the complete 
disappearance of what has in recent years been Turkey’s 
most important export can hardly fail to widen a trade 
gap that is already growing steadily wider. In the first 
three-quarters of last year, exports fell by TL 149 million 
compared with the corresponding period of 1953, while 
imports fell by only TL §§ million; the trade deficit 
rose by TL 160 million to a total of TL 393 million. 
It is not easy to see how the gap can now be narrowed 
either by a substantial increase in exports or by a 
serious contraction of imports. Towards the end of 
September the government did introduce some new 
import restrictions which have had some effect; but it 
probably cannot carry this policy much further without 
seriously curtailing production at home and thereby increas- 
ing the inflationary pressures ‘which are causing a good 
deal of alarm. Already shortages of imported raw materials 
and fuels are beginning to affect some industries. 

In the first three-quarters of last year wholesale prices 
rose by nearly 13 per cent compared with the corresponding 
period of 1953, while the cost of living rose by 10 per 
cent. Wages continue to rise and the government does not 
appear to be contemplating any step to hold them down. 
It has, however, tightened its price controls and seems to 
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be hoping that these will do the trick. - But price controls 


are bound to break down eventually if the basic sources of 


inflation are not controlled and here the government does 
not seem to be trying very hard. It is true that the 
Central Bank has tried to restrict credit by making importers 
deposit 10 per cent of-the value of their applications for 
import licences in a special fund. But the disinflationary 
effect of this has been cancelled out by the expansion of 
the credit facilities of both the central and the commercial 
banks. From January to October, 1954, the credits of the 
Central Bank alone increased from TL 2,033 million to 
TL 2,608 million; as a result the notes in circulation 
increased from TL 1,414 million to TL 2,608 million. 

These contradictory policies by the Central Bank, together 
with the cheap money policy (since 1951 the bank rate has 
been 3 per cent) and the government’s unrealistic budgetary 
policies, all make it hard to contain the inflationary pres- 
sures in the economy. The 1955-56 budget, which was 
introduced at the end of November, provides for an increase 
in both revenue and expenditure by 30 per cent. The 
budget is balanced, but there is no provision for the sub- 
stantial surplus that would be the correct medicine for 
the country’s present economic ills. 

There is obviously no short cut out of Turkey’s economic 
difficulties. Devaluation would be a highly doubtful cure 
for such a primary-producing country ; and the government 
has wisely, strongly denied the rumour that it 4s contem- 
plating any such step. The country is still getting sub- 
stantial American aid, and last month the Germans proved 
unexpectedly generous in the provision of further credits, 
even though they had little cause for satisfaction over 
their chances of getting a reasonable settlement of their 
debts. But the prospects of further large credits from any 
source are not very good. And the flow of foreign private 
capital into the country under the new law, which amounts 
to some TL 64 million, is not so far particularly encour- 
aging. The Turkish government can hardly expect the 
flow to increase if it does not take some more decisive 
steps to put its economic and fiscal house in order. 


Rumania De-Rations 


BY A CORRESPONDENT 


HE recent decision to end rationing in Rumania is, 

paradoxically, one more sign of the difficulties under 
which the Prime Minister, Gheorghiu-Dei, is labouring. The 
struggles among the rival Communist leaders, which have 
apparently recently been growing more intense, have already 
led to several postponements of the party congress ; thus the 
Rumanian Communists alone have not contributed to the 
procession of satellite party congresses that took place last 
year. And until a few weeks ago they alone had not 
abolished rationing. 

In general prices have now been stabilised at the old free 
market prices. Some of the new “unified State prices ” 
for instance for beef, pork and milk, are higher than the 
old free market prices ; others, on the other hand, including 
those of maize flour, kerosene, footwear and many house- 
hold goods, have been reduced, most of them by from 1o 
to 20 per cent. The old free market prices were, of course, 
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much higher than the rationed prices ; bread, for example, 
was more than twice as expensive and sugar more than three 
times. And the reductions in the prices of some clothing 
and a variety of household goods will not arouse much 
enthusiasm among workers who must, in any case, spend 
by far the greater part of their pay packet on food. 

To compensate for the price increases tax-free cash 
grants, ranging from 33 to 109 lei according to the type of 
ration card held, are to be paid monthly ; it is not clear 
whether these are to be a permanent bonus or are merely 
to be paid during the transitional period. In addition wages 
in the three lowest categories have been increased ; the 
lowest category of all is abolished and absorbed in th 
second, while the second and third are increased by from 
about 9 to 23 per cent. But workers in all these categorie 
will still be earning well under the average wage, and the 
rest have received no regular pay increase to offset the 
increase in the cost of living entailed by the derationing. 

It is impossible, with the information available, to estimate 
at all exactly how great this increase is. On the assumption 
that 50 per cent of the bread bought before derationing wa: 
obtained at rationed prices, it has been calculated that the 
increase in the cost of living for a man earning a monthly 
wage of 400 lei (which is about, or slightly above, the 
average) would be around 35 per cent. If allowance is made 
for the man’s cash supplement, the increase would be about 
20 to 2§ percent. This is a significant increase for someone 
who is already hard put to it to make both ends meet. 


Prodding from Moscow? 


The decision to abolish rationing was probably made on 
political grounds and may have been precipitated—accord- 
ing to some reports—by constant prodding from Moscow. 
In any case, however, the regime would hardly be anxious 
to fall down on a promise, made with a great flourish of 
trumpets late in 1953, that it would abolish rationing by the 
end of the next year. But on economic grounds, the decision 
seems to have a very dubious justification. It is claimed 
that the production of cereals in 1954 reached 9 million 
tons—that is, double the figure for the annual average 
production during 1949-53 which was given by the 
prime minister himself. It is difficult not to believe 
that this is a deliberate exaggeration, designed possibly to 
justify the abolition of rationing. The Rumanian Com- 
munists claim a rich harvest of maize (from which the bread 
of the peasants and poorer people is made), but the 3.4 
million hectares sown to this crop is still inferior to the 
pre-war area; and the fact that the new price of maize 
flour, although lower than the old free market price, is stil! 
almost double the former rationed price, suggests that the 
supply is not all that good. 

Moreover the wheat and sugar beet harvests are admitted 
to have been very poor, which probably explains wh) 
bread and sugar are still being distributed on ration cards 
(but at the new prices) to certain favoured categories. As 
regards consumer goods, the regime may well feel that it 
can safely abolish rationing and reduce prices, in spite ©! 
inadequate supplies, because people simply have not the 
cash to buy more than the bare necessities. But it may 
also hope that by placing a variety of goods more near!) 
within the workers’ reach, it may inspire them to hee the 
constant call to “redouble their efforts” to increase 
production. 
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future imperfect 


wre it 
Wild animals depend for their food on what they can find. i 
It is a hand-to-mouth existence. Man, having evolved the idea of i 


agriculture, sows to reap. He cozens nature, making her amenable, t 
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to produce his food when and where he wants it. 
He asks only health and strength to work his fields, 


peace to enjoy the fruits of his labour and a stable economy 
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to ensure that he can sell and buy and exchange. 
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The main product of the Fisons business has for a hundred years 
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been chemical fertilizers, to enrich the soils of farms and gardens. 
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But they make chemicals for medicine and industry too. 


Fisons contribute to Britain’s harvests, health and wealth. 
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FISONS LIMITED + HARVEST HOUSE, 


FELIXSTOWE * SUFFOLK .....«+.. Stl as wa ae’ 
coccccccccqecccecerecceces Fertilizers * Heavy Chemicals 
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Fisons are also among the largest manufacturers in Great Britain 
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of pharmaceuticals, medicinal food preparations and fine chemicals 


for Industry. Many of Fisons products in these fields are household names. 
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How do others 


see you? 





| you are a visitor next time you 


walk into your offices. What will you see: a 
reception room no one has bothered with for 
years, where a five-minute wait seems eternity? 
Or a bright, interesting room, alive with ideas. 

A room which creates the right impression 
right away? 

This is what every Heal furnishing scheme is 
planned to do — whether it is for one room or 
an office block, in Britain or half the world 
away. There is no set formula. We can supply 
one or two pieces of furniture, or carry out a 
complete scheme, down to the last ash tray. If 
you would like to see some of our recent work, 

please write for our booklet, Furniture for 
Special Needs. Better still, visit our Contracts 


Showrooms and look around for yourself. 


HEAL’S 


CONTRACTS LTD 


TOTTENHAM COURT ROAD, LONDON, W.:z 
TELEPHONE: MUSEUM 1666 


| 
| 
| 
| 
| 
| 
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SHREDS OF EVIDENCE . 


But evidence of what ? Some happen- 
ing, back in geological time, left behind 
this strange material, with its long, thin, 
hairlike fibres; but, so far, the fibres 
have kept their secret. Their present 
usefulness, however—a usefulness which 
springs directly from this unique, fibrous 
composition—is no mystery at all. There 
is scarcely a branch of industry which 
does not make use of Asbestos in one 
form or another, either for its remark- 

able resistance to heat, or for its other 
highly distinctive properties. Asbestos, 
we suggest, is a material well worth 


looking into. 


THE CAPE ASBESTOS CO. LTD. 


ASBESTOS PRODUCERS AND MANUFACTURERS 
114-116 Park Street, London, W.1 
Telephone : GROsvenor 6022 
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Sea Change for Shipping 


|. FTER more than two years in the doldrums, the 
\ shipping industry is once again running before a 
wind. The first breath of air became noticeable in 
utumn, when freight rates broke through the 
er that seemed to have built up at about 80 per 
t of the 1952 level. By the end of the year the 
imber of Shipping tramp freight index had reached 
115.5 (19§2=100). The time charter index has 
followed a similar pattern. All sections of shipping, 
mps, tankers and liners, are busier than they have 
n for some time. 

Demand for shipping space tends to be seasonal, and 
; is admittedly the busiest season in most trades. 
Freight rates are still about a third lower than the 
peaks of the Korean boom, and there is nothing to 
egest that they are likely to approach comparable 
ls. Nevertheless, other indications than the graph 
freight rates can be used to form an opinion of 
ipproaching weather, and there are many signs that 
litions will be good for shipping for some time to 
ne. For one thing, a growing number of ships are 
ng taken on long-term time charter at current rates, 
ich are about twice what they were a year ago ; and 
sels have already been fixed for single or consecutive 
iges with grain or coal for several months ahead. 
ne vessels were fixed in December for May loading 
n the St. Lawrence, grain to the United Kingdom, and 
‘rate was in the region of 63s. There was no forward 
‘artering for this trade last year, and the rate paid for 

ompt vessels was only 42s. 6d. 
\nother sign is the value of secondhand ships. War- 
ult Liberty ships changed hands at £105,000 in 1950, 
‘ore the war in Korea, and they reached nearly 
00,000 at the peak of the 1951 boom. Last year a 
‘berty ship was sold at about £175,000. Today any 
number of buyers could be found at £250,000, if there 





were any sellers, in spite of the increased age of the 
ships. Even shipbreakers, who want old ships only for 
scrap, have been compelled in recent months to raise 
their bids from {£5 to about £8 a ton gross. Second- 
hand ship values tend to follow the graph of freight 
rates very closely ; but they are also affected by ship- 
building prices. So long as shipbuilding costs continue 
to rise, so secondhand values will be sustained. Ship- 
building costs are still rising, and therefore it is of some 
significance that orders for some 300,000 tons gross of 
dry-cargo ships have been placed with British shipyards 
during the last four months. These fair winds in the 
freight market have helped shipping shares along too. 
This week they have been among the most active 
sections of the Stock Exchange showing rises that were 
outstanding even in a market that was rising as a whole. 

Since the level of freight rates in a free international 
market depends on the ratio of cargo demand to avail- 
able tonnage, the general opinion of owners seems to 
be that for some time at any rate the demand is likely 
to exceed the supply. On the supply side, the volume 
of dry-cargo tramp tonnage laid up through lack of 
employment (always excluding the American 
“ strategic” reserve) is negligible ; and tramp owners 
are less willing than before to scrap their obsolescent 
ships. Dry-cargo tonnage, therefore, is again in short 
supply, and since new ships are not coming from the 
building berths in any great numbers (well over half 
the tonnage under construction in the world consists 
of tankers) any marked increase in the volume of inter- 
national seaborne trade over last year’s levels should 
at least sustain freight rates around their present levels. 

Compared with last year, the prospects of increased 
movements, particularly of bulk cargoes, can be con- 
sidered good. Grain and coal are the principal supports 
of the tramp freight market, and movements of these 
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commodities are expected to increase. The Interna- 
tional Wheat Council, for example, estimated that grain 
shipments this year would probably be about § per cent 
higher than last, even before it was known that bad 
weather had interfered with winter sowing in Europe. 
The estimate was based on the poor quality of the last 
European harvest, the cutting back of North American 
production, and the running down of the large stocks 
held by importing countries. So far as coal is concerned, 
the United Kingdom, Western Europe in general, and 
Japan, have already committed themselves to importing 
large quantities of American coal during the whole of 
this year ; and the higher target for British steel output 


SHIPPING SHARES AND YIELDS 











1954 Latest 


Price | Yield % 





High | Low 


j 4 
( PE nha ten eee ot 36/-|5 6 8 
P, BO: 2 73/6 | 219 10 
I ess Withy 4/9 54/6|4 8 0 
castle. i.e 5/9 $3/- | 411 0 
Tramps 
rdon Smith 10/- /3 | - 35/-| 217 3 
Court Line 5s...... | 16/3 | 13/4 21/-|910 6 
ROOMS ..scch sees 18/3 | 14/3 24/6| 313 6 
France Fenwick... | 32/6 | 25/3 36/-| 511 0 
j i 
Tankers | 
Lond. & O’seas. Fr. | 45/6 | 32/6 42/6|2 7 0 
Stanhope ........ 23/7 | 16/- 24/6'6 2 6 






* High and Low prices have been’ adjusted for scrip issues. 


this year, together with the growing output of the 
German steel mills, means an increased demand for 
ore imports. 


The general atmosphere of expanding industrial pro- 
duction obviously favours a growth of demand for ship- 
ping, not only for tramps, but also for liners and tankers. 
Tankers had a poor time in 1954, with voyage rates 
falling by 55 per cent between March and July. World 
consumption of oil was not maintaining the rate of 
growth of former years ; at the same time there was an 
exceptionally high output of new tankers from the 
world’s shipyards. Over 3 million tons of oil-carrying 
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capacity had to be laid up in the middle of the year. 
This may in fact have been overdone ; for in the last 
few weeks a seasonal increase in demand has found the 
market short of spot ships, and voyage rates have 
suddenly risen 50 per cent above their level a year ago. 


Many of the liner companies rely on chartering tramp 
ships to supplement their own fleets, and the higher 
rates which they now have to pay was doubtless one of 
the reasons which has led most of the liner conferences 
to announce increases in teriff rates, ranging from 7! 
to 1§ per cent, to come into effect within the next three 
months. Liner companies, too, suffered seriously from 
the London dock strike in October, and similar strikes 
in New York and Australian ports caused losses to 
the companies operating services in those areas. 
Despite competition from the air, and growing air 
traffic, the liner companies look forward to another 
record year ; demand for ocean travel as well as for 
cruising holidays appears still to be growing. So 
far as liner cargo is concerned, this year will sce 
the start of all-cargo air services across the Atlantic 
as well as on other long-distance routes.. But if the 
liners lose any traffic through this cause their owners 
will still benefit, since the liner companies themselves 
are largely responsible for this development. 

Shipping is an industry in which Britain is well 
placed to meet fair competition, even from the many 
new German and Japanese ships coming into service. 
But all private shipowners, of whatever nationality, are 
becoming disturbed by discriminatory practices by 
governments and the growth of unfair competition— 
such, for example, as the Cargo Preference Act passed 
in the last session of the United States Congress. The 
industry is particularly worried that the British Govern- 
ment should have accepted, apparently without protest, 
an arrangement by which American coal is supplied for 
sterling, instead of dollars, on condition that 50 per 
cent of the shipments must be carried in American-flag 
ships. The recent report of the OEEC Maritime Trans- 
port Committee drew special attention to the detri- 
mental consequences of such restrictive agreements: 


Effective and cheap shipping services can only be attained 
if ships, irrespective of flag, can compete freely for cargoes 
throughout the world. State interference by governments 
in this sphere as demonstrated by unilateral and bilateral! 
arrangements results in a general dislocation of any effectiv« 
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and efficient system for the world’s shipping trade ; it gives 

ise to unnecessary ballast voyages and generally to the 

yneconomic use of tonnage, which in turn inevitably leads 
igher freights. 


American ships have already been fixed to carry this 
coal—which would have been bought anyway-—at rates 
about 20s. higher than paid to ships on the free market. 


Whether the dollars saved by this hastily-arranged 


deal justify such bolstering of uneconomic competition 
or British shipping seems doubtful. Given the foreign 
currency that the shipping industry contributes 


291 
towards Britain’s balance of payments—and the same 
applies to such countries as Norway, Denmark, the 
Netherlands, Germany, France and Italy in - varying 
degrees—shipowners do not expect governments to 
cut the ground from under their feet. The Norwegian 
government, it should be recorded, refused to buy 
American coal on such terms. British shipowners can 
only hope that their own Government will not repeat its 
indiscretion by agreeing to any further extension of a 
practice that it has already officially deplored in the 
case of the Onassis-Saudi Arabia oil transport proposals. 


Delays to Aircraft 


T HE aircraft industry is again in a hustle, trying 
to beat the clock. At Bristol, where the dangers 

of delay are real and pressing, it is proposed to accelerate 
the development flying of the Britannia airliner into 

marathon relay with four aircraft simultaneously 
building up the flying hours required for a certificate 
of airworthiness and for experimental flying along com- 
mercial routes. In the military field, the government is 
proposing to insure against future delivery delays in 
much the same fashion, by ordering new military aircraft 
in batches rather than singly as in the past. These 
drastic measures may succeed in getting an aircraft 
out of its development troubles, but they do nothing 
to prevent them from arising. 

Time and again during the past months, in and out- 
side the House of Commons, the conspicuous absence 
of modern equipment in the RAF has been attributed 
to “ development ” troubles at the factories as if this 
explanation was in itself sufficient answer to growing 
public disquiet. Tempers in the aircraft industry have 
not been improved by the knowledge that at least some 
of the development delays for which it is now being 
roundly criticised are not of the industry’s own making. 
Up till now, the explanations for non-delivery of certain 
ervice and civil aircraft have been largely one-sided ; 
t is, they have expressed the customers’ disappoint- 
rent that delivery should have been held up because of 
evelopment troubles. But why should designs that 
appeared perfectly satisfactory during their early stages 
become afflicted with such serious growing pains ? The 
public is left to conclude that these troubles are a form 

i aerodynamic chicken-pox that some projects catch 
and some do not. 

In fairness to an industry with considerable techni- 

achievements to its credit, it should be made 
plain that while there have been faults for which the 
designers are directly responsible the cause of much of 
the delay rests with the customers. Instead of accepting 
an aircraft in its original form, they have tried to incor- 
porate into the design each improvement in technical 
performance. The cost of these modifications in time 
lost, delivery schedules disrupted and taxpayers’ money 
spent is only now becoming apparent. Had the RAF so 
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chosen, they could have had the original versions of 
Swift and Hunter in service several years ago—certainly 
with less powerful engines, less lethal armament and 
less refined electronic equipment than the improved 
but much delayed marks of these two fighters that are 
so slowly coming along today. Improvements and 
engine. changes in the Britannia have had roughly 
similar results but here the manufacturers bear some 
responsibility for the changes. 

The new approach—the shock tactics of proto- 
types in batches as in the case of the 20 new 
P1 English Electric fighter—again seems based on 
the tacit assumption that development troubles are 
an inevitable part of aircraft evolution ; and that the 
best means of reducing delay is to provide enough 
aircraft to deal with them all simultaneously. This is 
not an argument that the designers themselves accept. 
A view that is widely held in the industry was put 
forward with ‘much force last week-end by Mr W. 
Petter, one of the industry’s younger and more contro- 
versial designers. Mr Petter has had the satisfaction of 
knowing that his Canberra bomber is the only British 
airframe design that has been bought by the American 
air force—and the frustration of having his Gnat fighter 
consistently rejected by the Air Ministry on the 
ground that it does not fit in with present policy. Mr 
Petter blamed the delays in delivery first on the services 
which asked the industry to make too big a leap ahead 
in design, and secondly, on the industry for promising 
to meet these over-ambitious requirements. This was 
the mentality that, largely for economy reasons, decided 
against building a fighter mid-way in performance 
between the Meteor and the Hunter—a Sabre-class 
machine. In doing so, the industry was deprived of 
essential experience that would have made the Hunter 
easier to develop. The grave danger, as Mr Petter 
emphasised, is that when a designer is asked to aim too 
high, as British designers appear to have beer asked, 
the project is in danger of having become obsolete by 
the time all its difficulties have been overcome. Another 
serious drawback, not mentioned by Mr Petter, is that 
having once sunk money in a project, the ministries 
rarely cut their losses when it runs into trouble. Most 
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manufacturers feel that they would gain from the 
stimulus of knowing that failure to fulfil perform- 
ance promises would be followed by withdrawal of 
support. 

At the beginning of the re-armament programme in 
1950-51, when most of these machines were ordered, 
the ministries greatly under-estimated the difficulties of 
airframe construction and also of the ancillary equip- 
ment of the aircraft. There was an assumption that 
electronic equipment and armament could be developed 
rapidly, and need therefore not be ordered until aircraft 
production was well under way. But a modern aircraft 
is not like a house into which the furnishings are fitted 
after it is built. It is a “ weapons system” in which 
engines, armament, electronics and airframe are inter- 
locked in something much more analagous to a chemical 
bond. It is hardly surprising that when their engine 
power was doubled and new cannon of unprecedented 
weight and fire power were introduced, neither the 
Swift nor the Hunter gave the performance expected 
of them and that shortcomings in their designs became 
aggravated into major deficiencies calling for substan- 
tial modification. The industry’s younger designers are 
aware of the necessity of working from the outset with 
all their equipment contractors, but it is not certain that 
the services and their scientific advisers yet appreciate 
the need to consider the fully-equipped aircraft as an 
entity and not as a Christmas tree ready for decoration ; 
or indeed that they have accepted the wisdom of moving 
by smaller steps. 

These are matters.of prime concern to the Ministry 
of Supply, the go-between for the Services and the 
industry. Its funds are limited and the number of calls 
upon them apparently unending. Air research and 
development, whether civil or military, is exceptionally 
risky, for there is no market for the second-best, how- 
ever good. . Some government support seems inevitable 
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for civil as well as for military aircraft. Here is 
the difficulty. The Ministry of Supply may not be 
able to finance more than one project for any one type 
of aircraft or engine. The dangers under the presen: 
system are only too plain—more promising designs ma, 
fail to get support because the Ministry has alread, 
committed the funds earmarked for that purpose to an 
earlier comer. When a company persists and develop: 
the design out of its own resources, it is competing 
directly with a Ministry-sponsored project and con 
siderable friction can arise. If it drops the design, th: 
services and the country are the losers. And in th 
civil field, the Ministry today runs the risk of pouring 
money into a project in which the air corporations ma; 
have lost interest by the time it is ready for service. 
Such situations might be avoided if the Ministry o! 
Supply were to revise its policy and insist that manu 
facturers carry out for themselves and at their own ris! 
all preliminary work on a new project up to a poin: 
where they have some practical evidence to back the 
claims they make for it. It is an extraordinary thing 
that although estimates of costs and performance ar¢ 
bandied about with the utmost confidence long befor: 
aircraft are built, their development encounters such 
difficulty and delay. The cost of designing and 
building an engine to a stage at which it is ready for 
bench trials is relatively low; the millions are spen 
after trials start. The same is true of the aircraft. Suc! 
preliminary work is not so expensive that it cannot be 
borne by the manufacturers—several have in fact do: 
so. But the subsequent development costs are so hea\ 
that few companies would be prepared to carry them 
and it is at this point that Ministry finance become: 
essential. If projects were carried to this stage befo: 
the Ministry came to a decision, the competing meri: 
of different projects would be a great deal easier | 
judge than when they are still a gleam in the eye 


Britain’s Capital Formation 


FYER since they first appeared the national income 
figures have failed to answer a crucial question: 
Is Britain adding to its capital equipment ? . Each year 
has seen a big investment in fixed capital assets, but 
these figures have represented the gross capital expendi- 
ture of the year. They have made no allowance for 
the amount of capital equipment that has at the same 
time been used up or become obsolete. Until that 
provision has been made, there can be no measure of 
the true growth of fixed capital. Mr Philip Redfern 
has made an important attempt to fill this statistical 
gap in a paper read to the Royal Statistical Society this 
week, His analysis and conclusions deserve the most 
careful study, for the light they throw on the process 
of capital formation in the British economy and in 
particular sectors of British industry. 

Mr Redfern’s conclusions are broadly reassuring ; 


he finds that there has been a substantial real addit: 
to net fixed assets each year since the war. Suspicio: 
in particular years since the war that no net investme 


.had been achieved find no support in his paper. 


the tables show, particular industries have at tim 

burnt up capital faster than they accumulated it, b 

for the country as a whole net. investment has bee: 
growing in real terms—that is, after wringing out |! 

effects of rising prices from the figures. By 1953, re 

capital was growing about as fast as it did before ¢! 

war, This is not a matter for complacency ; but nor | 
it a disgrace. 

How does Mr Redfern reach his conclusions ? Fir 
he makes estimates of gross formation of capital assets. 
class by class, using the official figures for the last fey 
years and adding his own calculations further back. He 
then constructs price indices for each class of capit?. 





TI 
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is and applies them to the gross investment figures, 
‘urning the gross capital formation at market prices 
constant prices based on 1948. Finally Mr Red- 
applies to his figures for gross investment at 
ant prices the wear and tear allowances granted 
he different items by the Inland Revenue for tax 
oses. He thus obtains a series of figures for the 
en down value of investment after deducting the 
priate depreciation and at constant prices. The 
is the first measure of the real stuff of the 
ry’s capital equipment and its changes over a 
1 of years. 


wo main obstructions have prevented such calcula- 
before. One is price inflation. As industry knows 
statutory depreciation, based on the original cost 
piece of equipment, does not provide sufficient 
to replace it if prices have been rising throughout 
rking life. This is the nub of the argument about 
ical costs and replacement costs. Mr Redfern’s 
od reckons in real—that is, replacement—terms. 
second obstacle that he has vaulted is the habit 
iancellors to make arbitrary financial allowances 
t plant and machinery that do not correspond with 
legree of wearing out or obsolescence that takes 
in a given year. For example, Chancellor Cripps 
duced initial allowances; Chancellor Gaitskell 
drew them ; Chancellor Butler restored them and 
nsequently introduced his investment allowance on 
fferent basis. 


i 


‘ir. Redfern’s results may still be out by 
eclable margins, for national income statis- 
ins are still feeling their way and he has had 
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to treat as capital when it is owned by a firm 
and as personal consumption when it is owned by 
an individual. Mr Redfern has no definition of 
depreciation ready to hand nor does he attempt one, 
but the idea runs through the paper that deprecia- 
tion (which includes a measure of obsolescence) is the 
amount of investment, whatever the level of prices, that 
is needed to maintain the country’s productive capacity. 
Any capital creation above that level is net investment. 
Net investment may imply either of two things—an 
increase in the actual number of productive assets, or a 
younger average age among them. In shipping there 
has been no actual increase in the size of the British 


mercantile fleets, but there has been net investment . 


because in the process of vigorous replacement the fleets 
have been rejuvenated. In railways there has been net 
disinvestment ; the quantity of rolling stock has not 
fallen, but it has been allowed to age. Investraent can 
also occur. through excess maintenance of existing plant 
and disinvestment through insufficient maintenance: it 
is impossible to make formal provision for either. 
One other limitation of the analysis remains. Time 
and complexity have compelled the omission of 
certain assets, believed to amount to about 6 per cent 
of the total. These omissions include the depletion 
of mineral resources such as coal, coal industry buildings 
and workings and some of the central government’s 
non-trading activities such as hospitals. The figures 
in the tables are therefore not completely coterminous 
with those in the national income blue book. Mr 


THE NATION’S NET INVESTMENT = 


In {m At Constant 1948 Prices 
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The figures included foreign owned investment in Britain but exclude British 
Investment overseas. 






















































eae ora AL Senger RBA a Dre ROHS 


amare «tes 


LALIT PIES 
erate sashes step 


Se area: 6 haem 


Eni NS: RENE MIRE Se DREN Reet 


aaa”. Owe 


PNY Aa 


EI AA MOOMES 7 


ones ip Ab NR EA ENS DPR HE NRCC RENE TINEA 2 ORES "SRN 


EA I ene mnie eee 93, Sat orn 
penta os a0 er ~ E 








aie Oe mane. 


294 


Redfern makes only a modest claim: “ The estimates 
do indicate broad orders of magnitude and so represent 
a step forward.” 

Business men will naturally look for guidance on the 
question whether depreciation allowances are adequate. 
Mr Redfern has taken five industrial groups and 
tabulates depreciation based on original cost against 
depreciation at replacement cost and he finds that for 
a considerable range of plant and machinery “ depre- 
ciation at replacement cost in the years 1948 to 1952 
was nearly twice the depreciation at original cost.” 
The industrialist should not be misled. The figures 
do not show the difference between the Inland Revenue 
allowances and what the author thinks the allowance 
ought to be. He has used throughout his paper the 
“ straight line ” method of writing off an equal amount 
each year. Had he used the “reducing balance” 
calculation in which the depreciation allowance falls as 
the age of the article increases, the difference “ might 
have been much less marked.” Nor has allowance been 
made for initial allowances and the calculations stop 
short of the introduction of the investment allowance. 
For that reason the Inland Revenue basis today is less 
mean that the bald figures suggest. 

Mr Redfern’s general conclusion is reassuring. 
Because of rising prices, a larger proportion of the 
country’s gross fixed investment has been absorbed in 
covering depreciation than before the war. Roughly 
two-thirds of the gross figure is now needed to cover 
depreciation compared with about a half in 1938. Of 
the gross national product, between 9 and Io per cent 
is absorbed in depreciation compared with 7 per cent 
in 1938. But the war losses that reduced Britain’s fixed 
capital by about £1,000 million (5 per cent) below. the 
1938 level (at constant prices) had béen fully made 
good by 1950 and by the end of 1953 the net national 
fixed capital, allowing for the small items that Mr 
Redfern had to exclude, was about Io per cent above 
the 1938 figure. It stood at £26,000 million at 1948 
prices, or £34,000 million at current prices. 

This total result masks wide divergences between 
the different classes. Net investment in housing has 
been impressive—too impressive. In manufacturing 
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and distributing industry as a whole net investment has 
alsos been encouraging though in such an omnibus 
group some industries will have done particularly well 
—oil refining is obviously one of them—while net 
investment in certain others may have been low or even 
negative. The transport and communication group too 
shows a low—and on occasion negative—investment. 
That too contains wide divergences, including a net 
investment in shipping, mere replacement in road 
passenger transport, and on the railways, ports and 
roads net disinvestment. 


DEPRECIATION ON REPLACEMENT & HISTORICAL COS1 


“STRAIGHT LINE” Basis 
(£ million) 





1948 | 1949 | 1950 | 1951 | 1952 


—_— 





Gas :— | 
Original cost ....... T 8 (i) 1 (42) 6} O19 
Replacement cost... | 14 wee es ames 
} | 
Electricity :-— 
Original cost ....... 29 «CI (33) (36) {| (40) | (44 
Replacement cost... | 58 Ss | 8 |; ®@ | 3% 
Rly. rolling stock :-— 
Original cost ....... | (12) (3). P 8) (14) | (15) 
Replacement cost... | 22 25 | 26 28 31 
Postal and telephone:— | } 
Original cost ....... | Ge: | @e.f 4. i oe (23) 
Replacement cost... | 30 Bb as a 44 
| 
Plant arid machinery in | Pas : 
manufacture and 
distribution :— } 
Original cost ....... 85 95 i- 108 {| 124 142 
Replacement cost... | 161 | 176 | 193 | 224 26 
Note :—Figures in brackets are actual provisions; others are M 


Redfern’s calculations. The calculations are not on Inland Revenue 
basis and exclude the effect of initial allowances. 


There is plenty of room for discussion about these 
figures. But in general Mr Redfern’s conclusions will 
be welcome, for they show that the nation’s fixed wealth 
is growing and growing faster. He is to be congratu- 
lated on providing the first practical calculus of British 
investment performance, and for demonstrating that if 
it is not so good as it ought to be it is not so bad as 
many have feared. It would be a happy sequel if these 
net investment figures could find their regular place 
in the national income statistics, 


THE NATION’S CAPITAL AT 1948 PRICES 
(£ million) 





Buses, oe "| Passenger 
etc. Vehicles Cars 
Net fixed capital :— 
ROOD - 6 vn seiko ak CERRO S PO Ses 88 222 i lil 611 
SOOd as bie ae Bes ba 55 201 66 
Le: SU a Nahe waceh ek ee ee 75 231 86 
ROSS c:ccract aka a Oke aes 98 260 117 i 
1M 2. Tye ae 115 279 141 , | 
1. ee a eke ioe 118 287 161 ' 679 
AVE tices vatinaekeare cen 115 288 173 
EGOS 659% thee eee 109 296 188 
Percentage distribution of net | 
fixed capital at end of :— | 
BOSD Sida car So pases Sek 0-4 1-0 0-5 2 
BORE Sekai das kee 0-3 1-0 0-3 3 
BR a Uren nee Shee Saad 0-4 1-2 0-8 2 


* Excluding certain items 


Ships 


638 


658 
671 


685 
102 


oon 





Railway Plant Other 
Rolling Aircraft i and Housing Buildings Total® 
Stock | Machinery land Works 
ee 1 | 3,759 9,341 | 1,789 22,291 
| 325 12 | (3,737 9,069 | 7,070 21,173 
| 330 17 3,927 9242 | 7074 | 21,632 
| 335 25 4,142 9,397 | 7,130 22,162 
| 339 29 | 4,390 9537 | 1,224 22,725 
| 342 32 4,651 9,677 | 17,297 23,244 
338 36 436«| «4,868 9884 | 7,373 23,760 
341 40 | 5,082 10,200 | 7,469 24,427 
ee 0-0 | 16-9 41-9 34-9 100-0 
. | 1-5 0-0 | 17:7 | 42:8 33-4 100-0 
. | Bee OB RS aE 30-6 100-0 
sinless cicadas eee ee Ee 


representing about 6 per cent of the total and therefore not comparable with the national income figures. 
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Business Notes 





How Near is Inflation ? 


N the economic question now uppermost in stock 
O markets—the extent of the inflationary threat, and 
whether the monetary authorities will or should take strong 
corrective action—the investor will not find any forthright 
f oy «: answer in the annual statements that have so far 
me from the bank chairmen. But he will find that the 
coniadl clearly outweigh the reassurances. Mr D. J. 
Robarts, of the National Provincial Bank, who devotes 
particular attention to this question, seems to be more 
worried about the broad trend than the immediate prospect. 
Like his fellow bankers, he is impressed by the great pro- 
gress that has been made in these past three years, yet 
through it all the fall in the purchasing power of the pound 
has “ not been arrested ; only slowed up.” He flatly rejects 
the “comfortable doctrine” that a mild dose of inflation 
each year is a small price to pay for full employment and 
freer trading, and is supportable so long as production 
increases. Among the dangers he foresees are the loss of 
exports if other countries are not inflating similarly, and a 
“ vearly battle ” for wage increases always “ fought and lost 
on the issue of trying to restore the standards of the 
workers, instead of that of raising productivity.” 

Despite an anxiety lest the “great increase” in hire- 
purchase goes so far as to “ stimulate a feverish demand 
which cannot be sustained,” Mr Robarts sees no reason for 
“immediate alarm.” This is also the view of Mr A. W. 
Tuke, of Barclays, who finds dangerous symptoms only in 
the labour market and “ possibly” in the stock exchange, 
and who remarks that even the pressure for labour is not 
general. But he, too, is sure that the danger is not far 
below the surface, and gives warning that the hopes of a 
“good” budget may prove to have been a mirage. The 

rdict of Sir Thomas Barlow, of the District Bank, is at 

t glance more disturbing. He discerns “ ominous signs 

of overstrain”—in the labour market as well as in the 
lengthening of delivery dates and in wage pressures. Like 
his fellow chairmen in the North—Mr A. H. Bibby, of 
Martins, and Sir Eric Carpenter, of Williams Deacon’s— 
is worried about the future competitive power of British 
ports, and especially about the encroachments of Japan 

) the textile markets. 

But even Sir Thomas seems to think that rising produc- 

n may keep the immediate danger at bay, and he looks 

» the budget for a further stimulus. To give concessions 
that would “unduly” quicken consumers’ expenditure 
¥ = be a “ gross misapplication of a powerful incentive’ 

t, granted, that personal savings have been rising, and 
noeetaats brakes are available, “ need we be too timorous? ” 
On this theme, Mr Bibby makes no such reservations: “ all 
the omens are favourable for the Chancellor, in the next 


Budget, to restore the incentives... .” This, surely, is 
an excess of enthusiasm. ‘The only other bank chairmen 
who so far have offered budget advice are much more 
restrained. Mr Robarts and Sir Eric Carpenter focus upon 
the starting point for surtax and the limit of earned income 
allowance, and Mr Robarts further points out that it would 
cost very little in terms of revenue, and would bring benefits 
to the economy in terms of incentive, to ensure that no part 
of any income was taxed at a rate above 1§s.. in the £. 


Mutiny for the Bounty 


HE recently formed stockholders’ association of Penin- 
T sular and Oriental Steam Navigation has come under 
criticism by the chairman of the company, Sir William 
Currie. He names Mr Walter Salomon, the merchant 
banker, as the only substantial shareholder connected with 
the association, discloses his holding as about 50,000 
deferred shares and declares that Sir Harold Gillet, the 
distinguished accountant, who heads the association, has 
no shares in his own name and represents the interests of 
Mr Salomon. Was it quite impossible to contrive more 
constructive interchanges between the association and the 
company ? The association has not really shown itself to 
be a group with get-rich-quick ideas. On the contrary 
it has claimed that if the shipping assets were separated 
from the others and shown at the true worth of the capital 
employed, the rearrangement would show the low profit- 
ability of the company’s shipping and the unwisdom of 
investing much more in ships without Government support. 

Sir William Currie proclaims that the ideas of the associa- 
tion are not in shareholders’ best interests, and his case 
seems a good one that stockholders should seriously ponder. 
The group has commissioned an investigation into its struc- 
ture and orgayisation by Lazard Brothers and Deloitte, 
Plender, Griffiths and Co. Their investigation cannot 
affect the balance sheet as at September 30th last year. But 
there should be something for the chairman to. reveal at 
the meeting next May. The investigation does not spring 
from the activities of the association, though it might bring 
some of the fruits that they aim at. Already this year there 
has been a free 100 per cent serip issue and the big liner 
companies do gradually, if reluctantly, loosen the purse- 
strings—hence the frequent appearance of ginger groups 
among the shareholders of the big liner companies. Already 
it is clear that a pressure group is being formed among the 
Furness Withy shareholders, too. Perhaps the best counsel 
for the P and O stockholder is to wait and see what the 
meeting in May brings. His capital values are not suffering 
from the delay. P and O deferred rose from 66s. to 73s. 6d. 
this week. 
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Woolworth’s Dividend 


PyHE appetites of Woolworth’s shareholders have been 

so stimulated since the war that last year’s impressive 
increases in profit and in dividend are jydged disappointing. 
For almost any company except Woolworth the 1954 results 
would have been greeted with jubilation. Profits before tax 
increased by 10 per cent, from £18.9 million to £20.8 
million. Net profits, thanks to the demise of EPL (which 
in 1953 absorbed nearly {2.2 million), jumped from £6.8 
million to {9.5 million. And, allowing for the $0 per 
cent free scrip issue, the ordinary dividend has gone up 
from 40 to §0 per cent. Why, then, the Jeremiads and 
the fall in the ordinary stock ? 


EARNINGS AND DIVIDENDS 








(£°000) 

Years to December 31, 

1952 1953 1954 
Teen Pewee CAN. os b okic dk ohio a eee 16,300 18,977 20,813 
SRO sons 03 a ebbeten beeen 10,530 12,190 10,968 
ME DUG 55 a 18s ote ee ahi n were as eee 3,770 6,787 9,509 
Retained profits. ........6....2000% 940 1,766 5,118 
Ordinary dividends............... 4,331 4,950 6,187 
Ordinary dividends (per cent)*:.... 363 40 50 

* Equivalent rates on capital of {224 million, after 50 per cent 


free scrip issue. 


Part of the answer is that some investors, their hopes 
inspired by the scrip issue and the death of EPL, had set 
their sights on a final dividend rate of 40 per cent or even 
more. A further reason is that profits rose by 10 per cent, 
compared with 16 per cent in 1953, although last year purse 
strings were looser than ever. But in 1953 Woolworth’s 
sales and earnings were given a sudden jolt forward by the 
end of sweet rationing and in 1954 it was the sale of more 
expensive durable consumer goods that showed the biggest 
jump. Despite the market’s reservations about these latest 
results, they cannot upset the view that a policy of cash 
trading, quick turnover, and strict control on stocks and 
manufacture is still paying handsomely. The price of §s. 
units, which offer a yield of £3 14s. per cent at 67s. 9d. xd., 
still marks them as a growth stock of the first quality. 


Fight for Assam 


HE Assam Company, the oldest British-owned tea 
uae in India, with a capital of £1 million well 
spread among 2,800 shareholders, has devised a new tech- 
nique for dealing with a possible take-over bid. It is to 
arrange that control is placed almost, but not quite, 
out of the bidder’s reach—to make sure that if there is a 
bid it shall be both comprehensive and high. This is the 
plan: First, shareholders are to be given a 50 per cent free 
scrip issue, for which the consent of the Capital Issues 
Committee has been obtained. Then they are told what 
the dividend is to be and the break-up value of their shares. 
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The final dividend, including bonus, is to be not less tha: 
12 per cent tax free on the enlarged capital, making a tot, 
distribution equal to 36 per cent gross on the present capit: 
compared with 12 per cent gross last year. The estates toda, 
are stated to be worth £3 million and the break-up value o: 
the ordinary stock to be in the region of 80s. per £1 unit ; 
even though the ordinary units, recently at- around 28; 
have rushed upwards under the stimulus of Indian buyin 
to 47s. 6d., that estimate still makes them look cheap. 

Finally comes the controversial part of the plan. Th 
directors will issue at par 750,000 (£37,500) nominal . 
ordinary 1s. shares with one vote per share (like the / 
units) to the trustees of the pension fund, who are nominec 
of the board. The 1s. shares rank for dividend pari pass: 
with the £1 units and are dirt cheap at par, but the pensio: 
fund in fact makes no gain. It is a non-contributory func 
and directly or indirectly the company has to provide i: 
income. What will happen is that the trustees of the fund 
will permanently wield one third of the total votes. The 
are appointed by the board, but they do not automatical!: 
go out of office if the board changes. Therefore it 
arranged that if there is a takeover bid accepted by holde 
of 75 per cent of the {1 ordinary stock, by which the bidd 
would obtain 50 per cent of the votes, the trustees must, 
he wishes, sell him their holding. If the Indian buyer ge 
§1 per cent of the capital through the market, he will n 
control the company ; but if he gets 75 per cent by a gener 
offer to all shareholders, he will. Presumably he will sto 
buying through the market and he may or may not mak: 
a general bid. 


An Issue of Principle 


HOUGHTS jump back to the Savoy Hotel affair o! 

littke more than a year ago. There the directors soug! 
to transfer the most important physical assets out of th 
bidder’s reach. In the Assam Company the technique | 
rather different. The directors create a vested interest | 
votes of which they do not themselves hold a great number. 
They do not make it impossible for the bidder to bid, no: 
deny him the fruits of victory if he succeeds, but they mak 
the stakes as high as they can. Moreover, in the Assa 
Company the whole plan is submitted to the shareholder 
for their decision. Yet the timing has been careful! 
arranged not to give the Indian buyer extra opportunitic 
Transfer lists close at once until after the meeting and ¢! 
buyer who may have built up a 40 per cent actual holdin 
in the company will be prevented from obtaining transf 
on the shares he has just been buying and will therefo: 
have less than that proportion at the meeting © 
February 7th. 

Those facts may blunt the sharpest edge of criticism th 
the board will incur ; they cannot silence it. The who! 
device of issuing shares with special voting rights to th 
pension fund is a subterfuge and one that is directe: 
against one particular shareholder. The directors in effe: 
admit it: 

The directors make this unusual recommendation for th 
sole reason that they are apprehensive lest a stockholde: 
through purchases of stock on the stock exchanges, migh 
acquire effective control of the company’s assets at less tha! 
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Are you 
high, wide and 
hamstrung... 


e « . by a desk that comes in 
where you go out, that allows 

little seope for uncoiling a decent 
length of leg, that cannot ap- 

preciate that you’re a six-foot- 
three executive with stretching 
ways ? Is your office desk or 

chair in fact not quite ‘you’ in 

size, shape or personality? Then 


do have a word with Peter 


1% Catesby and his staff. They delight in 


supplying furniture to exact 
specifications to any part of the 
world, They are ready now to 
make your office hours as 


leisurable as you wish 


them to be. 





Catesbys 


CONTRACTS & EXPORT LIMITED 


TOTTeE 


NHAM COURT ROAD «+ LONDON - W.I « MUSEUM 9777 
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Under construction by Taylor Woodrow: 





a@ new culvert, part of a vast and important 
British industrial development which will 
have far-reaching results, 


‘When we build, 
let us think 
that we build 


for ever’ 


John Ruskin 





TAYLOR WOODROW 


Building and Civil Engineering Contractors 
10 Park Street London W1 
Grosvenor 8871 
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Oft touched by human hand 


a. DAYS GONE BY, when disease couldsweep { to play in the nation’s economy. That is why 


| 
| 
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unchecked through the land, foodstuffs were | the demand for “Thames Board” and 

pessed from hand to hand, exposed both to the | “ Fiberite” Cases is increasing. That is why 

elements and to passing dogs and flies. Now those | Thames Board Mills are thinking ahead, 

‘good old days’ are gone. Thanks to modern | planning new ways of increasing production, 

packaging and the use of brand names, our food is | Already they produce over half the cardboard 

protected to a degree unknown to our ancestors. | made in Britain. The new {9,000,000 extensions 
Vital indeed is | at Warrington, part of which is already 


PACKAGING EXHIBITION the part that | in operation, confirm Thames Board 
packaging has | Mills’ leadership in this vital industry. 





Visit us at 


STAND No. i2 (inner row) 


FIRST FLOOR THAMES BOARD MILLS LIMITED 


NATIONAL HALL THE LARGEST MANUFACTURERS of BOARD & PACKING CASES in BRITAIN 
OLYMPIA 


JANUARY I8 - 28 Purfleet, Essex and Warrington, Lanes 





“THAMES BOARD” for cartons, boxes, bookbinding, etc, « “FIBERITE” Packing Cases in solid and corrugated fibreboard. 


Te NNT i LL I I I I I LI II LLL LL iii 








THE ECONOMIST, JANUARY 22, 1955 


their proper worth, to the detriment of other stockholders 

have accepted a policy of conservative restraint in the 
Ne rgament supported by such special devices can fail 
to attract criticism. Assam is not the only tea company 
whose shares stand below their break-up value. Indeed 
thenks to the Indian bidder its shares are at the moment 
among the dearer tea shares in the market. Nor are tea 

alone in standing below break-up values. 

ere are naturally other reasons that make the board 
of the Assam Company dislike the present Indian buying of 
the shares: a long family association with the company, 
the fear that a minority of British investors may eventually 

: Indian transfer restrictions if the domicile is moved, 
and the established trade connection between the company 

the London tea auctions that may be broken if an 
Indian-owned agency is appointed. But these facts are the 
occupational risks of the investor in tea shares. If he dislikes 
them he can sell now at the highest prices in a generation. 


Costlier Motoring 


ST week’s increase in petroleum prices has aroused 
L ome criticism and stirred one local authority to talk 
of carrying its protest to the Monopolies Commission. The 
ise—a halfpenny a gallon on both premium and second 
grades of motor spirit and a penny a gallon on diesel fuel 


fer road vehicles—is partly due to the rise in tanker freights. 
The “ Average Freight Rates Assessment ” made on January 
ist by the London Tanker Brokers’ Panel was “ Scale No. 
2 plus 12.8 per cent,” which implies a rise of about Is. 7d. 
a ton (of oil carried) since October. The major element of 
the increase, however, was the rise in world prices of oil 
products. This reflects the dependence of British prices 


en those in the American market, where the Gulf price 
stil] sets the pattern. It is not easy to formulate an alter- 
e to this system of pricing, inadequate as it may seem 
in some market aspects. The growing divergence in the 
pattern of growth in oil demand between the United States 

| European countries will no doubt continue to put the 
price linkage under strain. 


Talks with Brazil 


+a departure from strict orthodoxy in payments 
arrangements reflected in the new commercial agree- 
with Turkey may also be applied in the review of 
‘ain’s payments arrangements with Brazil. A Bank of 
gland representative is already on his way to Rio for 
ratory talks. There is no question in these discussions 
ampering with the agreement reached in July, 1953, 
ine settlement of the commercial arrears owing by Brazil 
United Kingdom exporters. When the problem of 
funding these arrears was first considered they amounted 
‘0 as much as £61 million. By the time the agreement 
had been negotiated the total had come down to 
£54 million. Since then the total has been reduced to 
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about £35 million—largely by the {£10 million of sterling 
bought by Brazil from the International Monetary Fund. 
Repayment of the commercial debts is taking place 
according to schedule. One of the results of the repay- 
ments, however, is that the amotint of sterling available to 
Brazil for current trade has dwindled so much as almost 
to stop Anglo-Brazilian trade except in the most essential 
items, 

By contrast, Germany, which was relatively as deeply 
involved as Britain in frozen credits in Brazil, has been able 
to secure a much more rapid repayment of arrears and at the 
same time maintain and even increase the volume of its 
trade with Brazil. The German achievement has been 
secured mainly by the device of creating a free market for 
cruzeiros in Germany, the cruzeiros being put up for auction 
and dealt in at rates appreciably below the official parity. 
This was effective devaluation of the cruzeiro in terms of 
Deutsche marks ; it has enabled Germany to take a sub- 
stantial volume of Brazilian exports. This in turn has 
allowed Brazil to continue to buy German produce and at 
the same time to accelerate the repayment of commercial 
debts to Germany. The repayments have been made at 
the free market rates and German creditors have taken an 
appreciable loss. But they have willingly borne it as the 
price for getting far more rapid repayment Of their claims 
than would otherwise have been possible. Whether some 
such device can be applied in the realm of Anglo-Brazilian 
trade will be one of the problems to be discussed in the 
Rio talks. 


Turkey and Bilateralism 


SIGNIFICANT shift in British commercial policy may 

be detected in the text of the commercial and pay- 
ments agreement with Turkey signed last Monday. The 
outstanding feature of this agreement is its toleration and 
even encouragement of bilateral and barter deals between 
traders in the two countries. The facts from which the 
negotiations began were the existence of about {12 million 
of commercial debts owing by Turkey to Britain and the 
gradual withering of Anglo-Turkish trade due firstly tc the 
gross over-valuation of the Turkish currency and the con- 
sequent high cost of Turkish produce, and secondly to the 
unwillingness of British exporters to extend their consider- 
able debts in Turkey. Under the new arrangement Turkey 
has agreed to pay off its commercial debt by minimum 
annual instalments of £1,500,000 for the first two years 
and of {2,500,000 in each of the three succeeding years. 
To make those payments, Turkey is to earmark 20 per cent 
of its earnings from the sale of traditional Turkish produce, 
including raisins, dried figs and nuts. 

The agreement becomes unorthodox in its provision for 
supplemental payments through bilateral deals. Creditors 
of Turkey who are prepared to find a market for such 
Turkish produce as wheat, cotton, copper in the United 
Kingdom will be able to get priority in the queue for pay- 
ment. The proceeds of such special or abnormal exports 
from Turkey to the United Kingdom will be devoted as 
to §0 per cent to the repayment of old debts, while the 
remainder will accrue to the Turkish authorities as current 
sterling to be used at their discretion but obviously available 
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for the financing of additional imports of sterling products. 
Under these arrangements official encouragement is thus 
being given to importers and exporters to collaborate in 
order to develop trade with Turkey. There may be many 

‘accasions when Turkey will be prepared to pay for British 
urgently needed manufactures if the operation can be linked 
with a sale of Turkish produce to the United Kingdom on 
an overpriced basis. 

This is far from the pure milk of multilateralism or of 
IMF orthodoxy in the matter of banning multiple exchange 
date practices, however veiled. It also offends against the 
‘basic principle that creditors should be paid with some 
respect to the age of their claims ; these new devices will 
enable the more astute to jump the queue. On the other 
hand, there is a hard streak of realism and flexibility in 
the new arrangements, for they acknowledge that the world 
is not a heaven of convertible currencies and multilateral 

trade. 


Independent Air Enterprise 


HE independent airlines are showing enterprise in their 
‘i choice of projects for expansion and a shrewd approach 
to the problems of making them pay. Silver City car ferry 
is to begin operations this year from Birmingham to Le 
Touquet, supplementing its existing services to the conti- 
nent from the South Coast, and is also introducing an 
ingenious extension of the cheap mid-week fares. This 
company carries predominantly holiday traffic during the 
summer, which left to itself would go mostly at week-ends. 
A to per cent fare concession during mid-week has encour- 
aged the spread of traffic relatively evenly over the seven 
days. A similar inducement is now being extended to week- 
end passengers who travel one leg of their journey in an 
“ off-peak direction ”; a cheap flight home will, be offered 
in the early summer when most travellers are flying out, 
and a cheap flight out in the autumn when most traffic is 
homeward bound. 

Other independent operators have found that there is 
room to build up passenger services within the limitations 
that prevent them from competing directly for passengers 
with the two nationalised airlines. The smaller companies 
have built up the internal air links between cities in the 
British Isles ; an example of operation on a more ambitious 
scale is the Northern-based network of Hunting that extends 
over most of Europe, and the coach-type services operated 
jointly by Hunting and Airwork to East, West and Central 
Africa. The frequency of these safari services has been 
stepped up. 

In these passenger developments, the independent opera- 
tors are restricted by exclusive passenger rights granted to 
the British corporations, by the internationally observed 
passenger tariff laid down by the International Air Trans- 
port Association, and also by bi-lateral traffic agreements. 
The difficulties in air freighting, are not so great and in this 
field they have major projects. Airwork’s freight service to 
North America, due to start this spring, is a full-scale venture 
that may extend to a network linking Europe and America. 
Aquila Airways, now associated with Silver City, has applied 
for a licence to fly freight to Australia as the basis of a Far 
East freight network, and Hunting has applied for a similar 


- 
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licence in Africa. These applications are now being debate 
before the Air Transport Advisory Committee and it may 
be some months before their outcome is known. 


Materials for Packaging 


HE packaging industry is staging its fourth Internatio: 

Exhibition at Olympia this week at a time when 
its scattered sections are enjoying record business. Out; 
of packaging materials has risen sharply, some delays 
delivery appear to be increasing, and large sums of mon 
are being spent to expand capacity. The wide range 
materials used, all of. which have other uses, and 
growing number of different.industries that now put th 
products into packages mean that packaging is more in ¢! 
nature of an industrial process rather than a recognisab 
and well-defined industry by itself. As a result figures » 
hard to come by, particularly for the newer sections ; bu! 
the Metal Box. Company, which is concerned with near! 
every type of packaging material, reports that turnover 
the first half of its current financial year was 23 per cent 
on April to September, 1953. 

The can, the bottle, and the carton are still the bac! 

bone of the industry. Latest estimates of tinplate, 
paper, and glass used for packaging are given in the table 
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Paper and Carton— 
Boards for packaging | 


(Rol. ss os a ered 600,800 |617,400 699,400+ 


Paper for packing and | 
wrapping (tons) ..... 509,000 541,800 639,600t 
Tinplate (toms) .......... | 370,000 '410,000 485,000 
Glass Containers (gross) .. | 22m. | 23m.§ | 24m.* 


; 


* Annual rate Jan.-Sept. 


t Annual rate Jan.-June 
§ Equivalent to about 850,000 tons. 
Sources: Board of Trade, except for tinplate which is a 


private estimate. 


Other packages and containers, made from plastic mate: 
and aluminium, are bringing into the packaging field 11 
that were not packed or pre-packaged before. The outpu 
plastic materials for all uses is believed to have reac! 
200,000 tons in 1954, including 40,000 tons of PVC (p: 
vinylchloride), 20,000 tons of polystyrene, and 20,000 | 
of polythene. This year production of these three ther 
plastics is expected to exceed 130,000 tons, including 35. 
tons of polythene. Twice as much transparent and cellulos. 
film is available now as two years or so ago. But the exten’ 
of the growth of metal foil and collapsible tube sales is 10! 
known ; and even jute figures are sparse and very late. On; 
supplies of paper and imported jute remain under offi 
control ; but import quotas have been progressively asc: 
Jute firms can now obtain as much as they want, whilst pape! 
and carton manufacturers are now receiving supplies tia! 
are not very far below the amounts they believe they cou! 
use. The severe shortage of materials that manufacture's 
and designers suffered when they held their second exhi'!- 
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Compressed air— 


> 
< 


7 
ur 


} ' 


made to 
measure Seg 


| right from the start! Now is the chance for second 
ghts on pneumatics—made possible by the new 
it ic Hydrovane compressor. This rotary compressor, 
, compact, quiet and smooth running can be directly 
“n over a wide speed range and thus completely inte- 
1 with your power unit. Simplicity of design, few 
ng parts and perfect lubrication make for long, 
ble-free service, 

\ the first thought to the final product we are ready 
vaiting to match compressed air to your needs. A word 


you will bring our project engineering service to your 


it to apply their unique experience in pneumatic con- 


valves and mechanisms just where it’s wanted. Your 


lem may be on a marine engine, a motor coach or a 


machine tool—it’s all the same to us, we like problems. 


“Oil sealed rotary compressor under Hydrovane Patents 


‘1E HYMATIC ENGINEERING CO. LTD. DEPT. S.P. 104, 
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DDITCH,WORCS. COMPRESSED AIR ENGINEERS 
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Incoming and outgoing tele- 
phone calls form the life-line 
of most businesses. Your 
telephonist must therefore be perfect- 
ly free to deal with them. This can be 
achieved by installing an efficient and inexpensive 

system of internal communication—the I.T. system. I.T. 
can be obtained at rentals from 1/3 weekly per point. 
Enquire now for competitive rent-maintenance, or outright 
sale tefms. 


INTEROFFICE TELEPHONES LTD. 


18-20 York Buildings, Adelphi, 
London W.C.2 

Phone : 

TRAfalgar 3824 (P.B.X.) 

64 Washway Road, Sale, 
Manchester 

Phone : Sale 2205-6 
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Internal Telephones 
—Factory 
Broadcast Systems 
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Happi aes 7, 


With affection, care and security, 
living in homely surroundings—our 
children’s future is assured. 
This Voluntary Society has nearly 5,000 children 
now in its care, depending on 
YOUR HELP 


LEGACIES can help us to continue our work in 
the years to come. DONATIONS can help us NOW 
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CHURCH OF ENGLAND 


CHILDREN’S SOCIETY 


Formerly WAIFS & STRAYS 
OLD TOWN HALL, KENNINGTON, 5S.E.Ii 
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tion four years ago is now well behind them. In 1950 the 
packaging productivity team estimated the cost of packaging 
in this country at “ not less than £300 million a year.” Out- 
put of packaging materials is much higher now and prices 
have risen. Turnover today may be well on the way to 
{£400 million. 


Better Retail Trade Statistics 


HE 1950 Census of Distribution confirmed what had 

long been suspected—that the monthly figures of 
retail sales are far from perfect. The shops that now 
voluntarily make sales returns are not a fair representation 
of retailing as a whole. Last week the Board of Trade 
took the first step towards improving these statistics by 
inviting 19,000 independent retailers to join the existing 
panel, which is about 3,200 strong. If the response is 
good, this should provide a much truer measure of the 
trade of the small shops, including, for the first time, inde- 
pendent food retailers. 
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Further plans for improving the retail trade statistic: 
were described by Mr W. Rudoe. of the Board of Trade. 
in a paper read last week to the Manchester Statistica' 
Society. The present sample of large-scale retailers ; 
quite large, but not well balanced, particularly in the 
selection of multiple shops. The Board of Trade is dis 
cussing with the trade associations which arrange the collec 
tion of the statistics the possibilities of making a mor 
representative choice and an even larger one, covering 7 
to 80 per cent of this side of the trade. An important shif: 
in emphasis is also proposed in the statistics for both larg 
and small shops. Instead of restricting returns to tho 
who can make them on a commodity basis, the main attemp 
will be to aggregate sales figures according to the kind o! 
business and to derive a measure of total retail trade each 
month. 

This encourages the hope that, given co-operation from 
the trade, the outcome of these changes will be a reason 
ably accurate monthly measure of the turnover of retail 
trade and a yardstick against which individual retailer: 
can measure their own experience. But on the other 
important aspect of retail trade—movements in stocks—the 
outlook is bleaker. One step at a time seems to be the 
formula and any plans for improving the figures of stock: 
are as yet only vague. 





A Fuel Conundrum 


From a necessarily crude but usefu! 
comparison of “ output per ton of coal” 


Ce of the puzzling facts that makes 
fuel forecasting in the British 
economy particularly hazardous is the 
fact that today each British citizen con- 
sumes remarkably little more energy 
than his grandfather did in 1900. For 
so years, as Mr K. T. Spencer, chief 
scientist to the Ministry of Fuel and 
Power, recently pointed out, annual 
energy consumption per head of popu- 
lation in Britain has varied around 4 
tons of coal a head—plus, in recent 
years, petroleum equivalent to about 
another half a ton of coal a year. 

This fact is reflected in calculations 
of energy consumption and industrial 
production, such as were reproduced in 
the supplement “ Energy for Success,” in 
The Economist of November 27, 1954. 
As was said there, Britain in the interwar 
period achieved each one per cent rise 
in industrial output with rather less than 
the concomitant rise of 0.6: per cent in 
energy consumption recorded by other 
industrialised countries. 

The ruling official opinion is that 
this reflects structural changes in the 
economy, in which light industries 
developed more than heavy ones.; in 
postwar years, the more general ratio 
seems to have become fairly true for 
Britain also. But the reason why Britain 
did better has never been fully estab- 
lished; it is certainly not easy to believe 
that fuel efficiency rose more in British 
industries and homes than in their 
counterparts abroad. 

Mr Spencer’s diagrams of energy con- 





sumption in Britain and abroad, repro- 
duced here, chart this economic pheno- 
menon without explaining it (the rate 
of growth in American consumption may 
be slightly exaggerated, since it ignores 
the burning of wood, which probably 
made a sizeable contribution to Ameri- 
can energy in the eighties). His task, 
however, was not to congratulate Britain 
upon its efficiency in using fuel, but to 
emphasise the need and room for im- 
provement. 


tons of 
coal equivalent 


ENERGY CONSUMPTION 


in various industries before the war and 
today, he deduced that “ productivity 
in terms of fuel” (which is a one- 
sided calculation, but no more so than 
productivity in terms of labour) ha: 
slightly improved since before the war 
But “yields per ton of coal,” withir 
particular industries, varied widely ; the 
best fuel users in certain industries were 
able to get 1§ or 20 times as much out 
of their fuel as the worst. 
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Sterling Area Terms of Trade 


ue sterling area falls neatly into two complementary 
z economies: Britain, an exporter of manufactures, and 
the overseas sterling area, an exporter of mainly primary 
products. As each is the major market for the other, their 
terms of trade—the ratio of import prices to export prices— 
move in opposite directions. Hence the overseas sterling 
area’s terms of trade will improve at Britain’s expense when 
prices of sterling commodities rise without any correspond- 
ing rise in the prices of British exports. With the non- 
sterling world, however, the terms of trade of Britain and 
of the overseas sterling area do not necessarily move in 
opposite directions. This point is illustrated in the Board 
of Trade’s revised indices of sterling area trade with the 
non-sterling world. From the middle of 1952 until the 








a STERLING AREA TERMS OF TRADE 
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spring of last year Britain’s terms of trade with the non- 
sterling world improved steadily, but those of the overseas 
sterling area were relatively stable. A slight fall in British 
export prices was much more than offset by a sharp fall in 
prices of its imports from non-sterling countries, but the 
fall in prices of the overseas sterling area’s exports was 
matched by the fall in prices of its non-sterling imports. 
When Britain’s terms of trade with non-sterling countries 
do move in opposition to those of the overseas sterling area, 
the contrary movements go far to offset one another, for the 
total value of Britain’s trade with non-sterling countries is 
roughly the same as that of the overseas sterling area ; 
hence the terms of trade of the whole sterling area vis-a-vis 
the rest of the world change by a smaller extent. Between 
1950 and 1951, when prices of both sterling and non- 
sterling commodities rose sharply, Britain’s terms of trade 
with non-sterling countries deteriorated by 10 points, while 
the terms of the overseas sterling area improved by no less 
than [7 points, and the terms of the whole sterling area 
improved by 8 points. Those movements were gradually 
rever: sed by the collapse of the Korean boom. During the 
alf of 1953 and the first half of 1954 (the latest period 
wered by the new indices) the terms of trade of the 
erling area remained stable, a slight improvement in the 


Overseas area’s terms of trade being offset by the worsening 
in Britain’s, 


Rise in Prices of Materials 


y the end of last year British industry was paying about 

34 per cent more for its basic materials (excluding 
fuel) than at the end of 1953 ; two large groups of indus- 
tries, mechanical and electrical engineering, were respec- 
tively paying about 54 and 7 per cent more. The Board 
of Trade’s price index of basic materials used by manu- 
facturing industry (other than food) rose irregularly during 
the year to 146.4 in December (June 30, 1949= 100), but 
the indices of materials used in mechanical and electrical 


BRITISH WHOLESALE PRICES 
{ June 30,1949 =100 ) 
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BASIC MATERIALS 
(General index) 


engineering have climbed steadily since February. Over 
half the rise of 8 points in the index for mechanical engineer- 
ing (which excludes shipbuilding and vehicles) is accounted 
for by higher prices of iron and steel products ; these make 
up 77 per cent of the total “ weight” of the index. Most 
of the remaining rise reflects higher prices of non-ferrous 
metals. The balance of forces that produced a rise of 
I1 points in the index for electrical machinery was almost 
exactly reversed: it was due mainly to the advance in 
non-ferrous metal prices, particularly copper, which have 
a larger weight in this index, and to a lesser extent to higher 
prices of iron and steel products. 
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capital replacement costs ? 


Our indices for nearly twenty 
types of equipment are the 
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Engine Bid from English Electric 


HE first of the three competing British aero-engine 
manufacturers to get a high-powered turbo-prop 
engine into production is likely to be English Electric. The 
company’s Napier division will be able to deliver small 
quantities of its Eland engine, with a present power of 3,000 
shaft horse power and an anticipated one of 4,000 shp, late 
this year and will have it in full production next year. By 
comparison, its closest competitor, the Rolls-Royce RB 109 
(4,006 shp) is just beginning bench running (the Eland has 
flown for several months) and will not be ready for delivery 
before 1957-§8, while the Bristol Aeroplane Company’s 
4,000 shp BE 25 is roughly a year further behind. 


English Electric has no immediate customer for its - 


engine. It is experimentally converting two piston engined 
airliners, a Convair 340, of which about 300 are in 
service, and an Ambassador, a type used by British Euro- 
pean Airways. It plans to get a certificate of airworthiness 
for both machines re-engined with Elands and then to offer 
similar conversions direct to the airlines for service as early 
as 1957. This plan, if successful, could make serious inroads 
into the market for the Vickers Viscount even though the 
cost would be almost half the price of a completely new 
Convair. Operators have tried to buy the Viscount’s Dart 
engines (which are small by comparison, with 1,500 shp) 
to do their own conversions, but Vickers have sole rights 
to the engine until 1958. 


Butter v Margarine 


oR eight months the British public has been able to 

buy the butter and margarine of its choice. After a 
period of carefree experiment, demand for both fats appears 
to be settling down. The first result of decontrol was a 
sharp increase in the consumption of margarine at the 
expense of butter. The public’s appetite for margarine had 
been whetted by the lavish advertising campaigns heralding 
the new brands, and it eagerly sampled one after another. 
Demand was stimulated fortuitously by a further increase 
in butter prices to between 4s. and 4s. 2d. a lb, for the 
Ministry of Food, at that time almost the sole supplier of 
butter, raised. its selling prices to check a possible run on 
supplies. That action succeeded too well and prices 
were subsequently reduced. Consumption of butter 
responded, and has since risen steadily to about, or slightly 
above, the rate immediately before de-rationing. For a 
time that recovery was at the expense of margarine, but 
in the autumn sales of margarine picked up, and they are 
now somewhat higher than before derationing. 

From the large variety of margarines available, ranging 
in price from 1s. 4d. to 2s. 4d. a lb, the public has selected 
mainly those brands selling around Is. 9d. a lb. Efforts 
are now being made to enlarge demand at the upper end 
of the price scale—from 2s. to 2s. 4d. a lb—where mar- 
garine competes more directly. with butter. As Britain is 
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the principal market for the main exporters of butt 
decontrol posed a problem: at what price would a f: 
inelastic supply be absorbed in competition with m: 
garine ? At present that price is 3s. 8d. to 3s. 10d. a 
retail—though most of the big distributors: are still offer 
a 38. 6d. grade, and certain grades cost 4s. a lb or m 
If demand for butter should rise much farther, pri: 
would almost certainly have to be increased. 
Experience so far suggests that butter, which is also be 
promoted by a joint advertising campaign by the N 


~ Zealand, Australian and Danish producers, has mainta: 


its appeal in Britain. One sign of this is the success of | 
margarines containing 10 per cent of butter. Some “n 
ture” margarines are made here, but the brands at pres 
selling best are imported from Holland, taking the imp 
duty of 10 per cent in their stride. One such is made 
a subsidiary of Unilever NV ; that may bring a wry sn 
to Van den Berghs ahd Jurgens, much the largest produce 
of margarine in Britain and a subsidiary of Unile 
Limited. Another sign of the appeal of butter is that 
promotion of the most expensive margarin€ is impli 
trying to steal butter’s clothes. Its name and advert 
both stress its “true country-fresh flavour.” 


oe 


Oil in Balance 


bs year the oil industry produces more oil than be! 
—and manages to locaté in the ground still m 
than it has taken out. This gives comfort to those in the 
industry who are inclined to glance twenty years ahead 
rather than two (or two hundred) ; but most oilmen are 1 
present focusing their minds upon the next few years 
the likely prospect of capacity getting too far ahead 
current needs. In 1954, proven reserves continued to jum 
sharply upwards, but the rate of advance in consump! 
and output once again dropped. 

World oil production, according to some early arithmetic 
done by the Petroleum Information Bureau, rose last 
by some 4 per cent to about 710 million metric tons 
680-685 million tons if natural gas is left out of the cou: 
In 1953 the expansion rate ‘was § per cent. A fey 
years ago it was over 10 per cent, but the industry then 
had a lot of catching up to do and § per cent was though 
to be a more normal rate of expansion. Undoubtedly |as' 
year’s figures were upset by the unhappy state of the United 
States’ domestic market, and this year’s may be better. © 
output there was cut back by some 6 million tons to abou 
312 million tons. 

Elsewhere production continued to grow. In the Midd'c 
East it rose from 122 million tons to an estimated 136 
million ; in Venezuela from 93 million to over 97 million ; 
and in Canada from 11 million to 124 million. Midd'e 
Eastern oil sheiks have reason to be grateful for the healt 
of the European economy whilst industrial activity in North 
America suffered its recent chill. Total consumption shou!d 
be higher in 1955. But it is not going to be at all easy ' 
find markets for the oil all the interested parties would hav» 
to sell—particularly as the Iranians have been promised : 
place in the sun too, 
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explained the chief accountant. 
‘We’ve certainly never had important figures so promptly,' 
replied the chairman with satisfaction. ‘But isn’t 'the speed of light’ 
a@ somewhat poetic way of putting it?’ ) 
"Some calculations was my expression sir. The Powers-Samas 
punched card system makes short work of computations that would take 
weeks by hand - if indeed they were practical at all. 
Where it is advantageous the system incorporates electronic calculation 


which, as you know, is done at the speed of light." 
There is a range of Powers-Samas punched card equipment for every type of application. 


Office Efficiency: Powers-Samas supply a complete range of the latest 
office equipment. Write for illustrated catalogue. 


POWERS-SAMAS 


Powers-Samas Accounting Machines (Sales) Limited, Powers-Samas House, Holborn Bara, London, E.C.1. 
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: British steel makes the world’s news 
















** Avanti”, “ Figaro’, “‘ Der Kurier ”, the “ Herald 
Tribune ” — every day the world’s news is put into 
print. And in almost every civilised country 

British printing presses are there to do it. 

British printing machinery even goes to America, 

the home of giant-size newspapers. 

This machinery is steel. Wherever you go the prefix 

‘ British ’ means steel of the highest quality. New and 
better steels are constantly being developed, and 
wherever there is steel there is British steel. 


British steel 
leads the world 
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SHORTER NOTES 


lhe fiduciary issue has been cut by £50 million—the first 
pos|-Christmas reduction—reducing it to £1,725 million. 
In the four weeks since December 22 a total of {80.9 
n of notes has returned to the Bank of England. This 
- is more than {£16 million smaller than that of the 
corresponding period of last year, but the shortfall is 
primarily a reflection of the delay in returning notes caused 
y the threat of a rail stoppage. 


* 
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staple fibre ; of ICI’s current output of “ Terylene ” (some 
two million Ib a year) nearly all the staple fibre and 85 per 
cent of the filament is being sold at home to the British 
textile industry. It seems doubtful whether even this year’s 
greatly increased rate of output will enable the ‘company 
to abandon strict allocation of the new fibre; that must 
await completion of another unit at the Wilton plant to 
double its output—at the end of this year or early in 1956. 


* 


Mr R. P. Morison, QC, has been appointed independent 
chairman of the British Iron and Steel Federation in succes- 
sion to the late Mr Frederick Grant, MC, QC. 


plant designed to produce 11 million lb of “ Tery- 


synthetic fibre a year was brought into operation by 
rial Chemical Industries this week at its Wilton Works 
Cees-side. It was on schedule—about two years and 
t months after foundations began to be laid. About 
ts output will be continuous filament yarn and half 


Company Notes 


ANCASHIRE STEEL. The 
{1 ordinary shares of the Lancashire 
Stee! Corporation were long the neglected 

rs in the steel share market. Their 

g improved on the company’s pre- 

ry statement; the price then rose 

to 25s. That statement showed 

light increase in trading profits (from 
£1.956,580 to £2,074,551) in the year to 
October 2nd, although the prospectus 
had allowed for a drop in earnings. And 

: ordinary dividend was fixed at 9 per 
ent and not at the prospectus forecast 

8 per cent. The Corporation’s full 


53 weeks to Years to 
Oct 3, Oct 2, 


1953 1954 
lated balance sheet:— £ £ 
xed assets........ 6,728,856 7,802,612 
urrent assets ..... 7,409,645 7,267,828 
iS .issauboeeeene 3,304,751 2,943,495 
1 asuete; sods cacas 5,880,873 5,807,734 
ue reserves ...... 7,255,808 4,760,924 
rence capital ..... 2,198,438 4,500,000 
iry capital....... 3,462,238 4,500,000 


accounts have now further enhanced the 
status of the shares. 


Che offer of preference and ordinary 
snares to the public a year ago did not 
Oring new money into the coffers of the 
Corporation. Lancashire Steel bore the 
cost of developments in 1953-54 from its 
own resources. The full accounts show 
£1,525,000 was spent on capital 
‘ccount in that period. That expenditure 
ig ‘s met without making any inroads on 

id assets. Im total these resources 
‘ave remained almost unaltered at nearly 
£6 mi illion. Within this total the Realisa- 

on Agency has repaid qa loan of £2} 
ion; the repayment has helped to 
cll the Corporation’s cash balances and 
holdings of tax reserve certificates. 
juid assets cover immediate capital 


commitments of {2.1 million with an 
ample margin to spare. One after another 
the steel companies are producing excel- 
lent balance sheets, and in a strong indus- 
trial equity market steel shares are rising. 
Lancashire Steel now stand at 26s. 3d. xd, 
to offer a yield of £6 17s. per cent. The 
market has come a long way from the 
day just over six months ago when the 
Stewarts and Lloyds equity was offered 
to the public ; then the Lancashire Steel 
shares were priced on a yield basis of 
over 8 per cent. 


* 


UNITED STEEL. Production ran 
high in all United Steel Company’s works 
in the year to September-3oth ; the output 
of each of the basic products—steel ingots, 
pig iron and coke—was the highest in the 
company’s history. As already reported, 
the group’s trading profit was £9,136,496 
(compared with £9,111,141 in the §3 weeks 
to October 3, 1953) and the ordinary divi- 
dend io per cent (one per cent higher than 
the prospectus forecast). 

In the latest financial year the group 
spent no less than £8,609,000 on capital 
account, completing the Appleby-Froding- 
ham ironworks in the process. On 


1952-53 1953-54 
Income and expenditure :— 


Gross income .........+. 80,889,000 82,486,000 
Raw materials, etc. .... 48,839,000 48,904,000 
Wate. O05 oss Sie s. 18,097,000 18,974,000 
Delivery charges ...... 3,232,000 3,570,000 
eeeneeee.' 5. wees sts 5,516,000 4,388,000 
Depreciation & retained 

WEOMUE < Nas cha aan 4,390,000 5,650,000 
Net dividends:........ $15,000 1,000,000 


September 30th immediate outstanding 
capital commitments amounted to 
£4,316,000.. The heavy investment has 
naturally left. the group short of liquid 
assets. But-that-need- cause no concern, 


* 


In December the terms of trade moved another point 
against this country, to reach 102 (1953=100), the most 
unfavourable figure for nineteen months. 
import prices rose by one point to 101, while export prices 
were unchanged at 99. 


The index of 


for the Iron and Steel Realisation Agency 
has subscribed for a {£10 million debenture 
at £98; only £33 per cent had been paid 
on it on the balance sheet date. The re- 
maining £6} million is payable at call in 
instalments before the end of April. Since 
the last accounts were closed, the com- 
pensation value of the company’s York- 
shire coal mines, now vested in the 
National Coal Board, has, subject to 
minor adjustments, been determined. ‘The 
full amount of compensation should 
slightly exceed the company’s conservative 
estimates. They stood at £877,163 on 
October 3, 1953, but have now been 
eliminated. 


* 


JUTE INDUSTRIES. The 
directors of Jute Industries had two objec- 
tives in mind when they reorganised the 
company’s capital structure last August. 
They wished to facilitate the creation of 
new capital and they wanted to cut the 
throttling ties of the participating prefer- 
ence shares on dividend payments. They 
succeeded by eliminating the considerable 
element of equity in the preference 


Years to Sept. 30, 
1953 1954 


Consolidated earnings :— £ £ 
Trading surplus ....... 1,052,562 1,308,668 
Depreciation .......... 120,000 . 200,000 
Tame os ci oo ees 545,910 592,854 
Nét profit ....,.....+-. 408,352 538,507 
Total dividends ....... 148,500 181,500 
Retained profits ....... 357,204 503,264 


shares, giving preference shareholders 
in return a holding in the ordinary 
stock. By free scrip issues, the original 
ordinary capital of £150,000 (in 2s. 6d. 
units) was replaced by an ordinary capital 
of £1,050,000 (in Ios. units). 

Five months ago the directors were 
unwilling to forecast anything more than 
a minimum ordinary dividend of 16 per 
cent on the new capital. It was on that 


basis that.the market value on the shates-<\ 


was established. . Thus, when the direc~ =: 
tors declared: a-dividend of 20 per” cenit.” ¥ 
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for the year to September 30th, the price 
had to be adjusted: The Ios. units were 
marked up at once by 3s. to 22s. 44d, 
fering a yield of 9 per cent. The extra 
payment is justified by the growth in 
earnings. The trading surplus before tax 
und depreciation advanced from {1 
million to £1.3 million. The underlying 
reason for that increase seems to be the 
stimulus that the industrial boom has 
given to the sale of jute goods. As one 
x the most efficient producers in the 
industry, the group may have also gained 
from the average cost and profit method 
of pricing. That official system has been 
effectively continued by the price control 


‘on imported jute goods. The new arrange- 


ments also mean that the companies have 
now to carry bigger stocks and it is 
perhaps as a cushion against the swings 
in raw jute prices that the directors have 
put £100,000 into a stock reserve. 


* 


DECCA RECORD. Even from 
figures over nine months out of date it 
is possible to see why Decca Record 
Company has made another appeal for 
new money. It is also possible to. see 
why the directors are ablé to make a free 
scrip issue using part of the proceeds of 
the cash offer. The business is still 
growing—stocks, for instance, are up 
from £2,206,513 to £2,463,387—and more 
is being gradually invested in fixed 
capital. But the group has still to rely 
on bank overdrafts. At £652,559 on 
March 31st last these overdrafts out- 
weighed the cash holding of £432,237. 
And even if the group takes the whole 
of its working capital commitments on 
its own shoulders there is still £365,861 
standing against “ goodwill, .etc.,” and 
£764,181 against the “development 
1ccount.” Those items are intangibles ; 
they include the heavy cost of developing 
the “ Navigator ” and they may want trim- 
ming down some day. Part of the new 
money will be raised by offering the 
unissued balance of £250,006 of the 


£1 million unsecured notes created in 
1949, the remainder by the issue of 
140,000 4s. ordinary shares at 15s. each. 

The directors intend to make a §0 per 
cent free scrip issue on the ordinary 
capital as increased by the cash offer. 
They intend to capitalise £350,201 from 
the share premium account arising from 
the cash issue. In the sense that a free 
scrip issue is nothing more than a book- 
keeping transaction no justification need 
to be sought for this step. In the sense— 
and it is one often adopted by investors— 
that a free scrip issue is a broad hint of 
bigger dividend payments to come, then 
the decision is justified by the steady 
expansion in Decca’s sales and profits. 
The 4s. ordinary shares are currently 
quoted at 56s. 9d., to offer a yield of 
4 per cent on the last full year’s dividend 
of 56} per cent. 


* 


BRITISH INDUSTRIAL 
PLASTICS. This company, one 
of the handful of producers of moulding 
powders—the raw material of the plastic 
fabricators—in this country, has just 
enjoyed the best year in its history. Its 
trading profits in the year to September 
30th went up from £441,987 to a new 
peak of £762,735. That advance was not 
unexpected, for last September the chair- 
man, Mr Kenneth Chance, revealed that 
in the first nine months of the financial 
year turnover had risen by 40 per cent. 
The announcement, coming soon after a 
50 per cent free scrip issue, put investors 
on the track of a bigger dividend. 

They were not disappointed. In effect, 
the total equity payments have been 
raised from 13} to 17$.per cent by the 
recommendation of a final dividend of 
12} per cent on the enlarged capital of 
£1,247,087. Investors had anticipated the 
dividend reasonably accurately. The 2s. 
shares rose only 14d. to 6s. 4}d. after the 
announcement. Since then the price has 
drifted down to §s. 9d. xd, so that the 
shares yield 6 per cent. 
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LONDON STOCK EXCHANG! 
Next Account begins: February 2nd 
Next Contango Day: February 2nd 
Next Settlement Day: January 

INDUSTRIAL equities came to the end 

the old account in good heart. Pp; 
again went ahead on the first day of 
new account, carrying the Financial Tir 
ordinary share index up to another peak 
192.6. In this period the gap betwee 
equity yields and gilt-edged yields 
tinued to narrow and on Wednesday | 
Financial Times ordinary yield was only 
0.6 of a point above the yield on old 
Consols. The gap was narrowing because 
as equities went ahead gilt-edged prices 
continued to fall. The falls reported in 
8 
l 


5 me 


that market, which was unsettled by 
weakness in sterling and fresh talk abou 
money rates, were substantial. In bankin 
shares, Barclays were particularly firm ox 
the chairman’s statement and insurance 
shares turned brighter with the new 
account. In the foreign market the mos 
active issues were Japanese bonds but 
spite of a large turnover prices sh 
little change. 

In the industrial market by far the | 
gest gains were reported in shippir 
shares. One by one all the principal lin 
company shares took part in this advance. 
Another firm section was that dealing in 
motor and aircraft issues. Steel shares 
were also active and strong. That im- 
provement owed something to the publica- 
tion of healthy balance sheets from some 
of the leading companies and a good deal 
more to the wide investment interest in 
Colvilles offer for sale. Over 120,000 
applications for the Colvilles equity were 
reported on Thursday. Paper-making 
issues were firm at the end of the old 
acount and later on Wallpaper Deferred 
went ahead on the rise in wallpaper prices 

Oil shares lost a little ground at th 
end of the old account when some sellin 
orders came into the market. But whic 
the new -account opened most of 
prices hardened. Rather more interest wi 
taken in- rubber shares and prices tended 
to edge upwards. Tea shares were active 
and prices continued fo advance very 
strongly. 

Kaffirs were quiet and prices tended to 
slip back when some selling orders from 
the Cape were reported. 
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FINANCIAL TIMES INDICES 








Security Indices Yields 
1955 

qe | Fixed | 2$% : 

ee Int.t Cons. 

Jan. 12...) 190-2 | 115-54] 3-82 | 44 
» 15...§ 191-8 | 115-58 3°81 4°4 
» 14...] 191-8 | 115-54 aae | 4-4 
» il...f 192-0 | 115-58 3-80 4-4 
» 18...) 192-4 | 115-52 3°81 : t 


» 19...1 192-6 | 115-31} 3-83 









| 115- 





1955, High| 192-6 





(Jan. 19)| (Jan. 7)} Jan. 12 15,14! 

» Low.) 184-2 | 115-31] , 13) 15,4 
(Jan. 3) (Jan. 19} ,, 14) 12,254 

1954, High} 184-0 | 118-10] ,, 17, 16,59! 
* 18| 14,271 

» Low.J 131-1 | 111-78] ,, 19) 14,014 


{ jan. 1) | (Jan. 5) sae 
* July 1, 1935=100. ¢ 1928— 100. 
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21 -102 (German 5$%..-++-*° | 1614 ast 
|] 170 132% Japan 5% 1907....:: | 163 1633 | 
8: 167 \japan 54%, Conv. 1930 4 



















| Price, | 
|Jan. 12,\Jan. 19.) 


ORDINARY é 
1955 195 
























































































TIVE SECURITIES 


| price, | Price, | Yield, 


Last Two t , 
Dividends | eS i Jan. 12.| Jan. 19,| Jan. 19, 
(a) (b) (e) 2 - 1955 1955 1955 
% y \STEEL & ENGINEERING 
15 ¢ 114cB5 he LEO cae aeles 39/- 
cl 34a\C ammell Laird 5/-..--| 1l/- 
|  |Dorman Long 's Pere | 24/6 
b 5 ajGuest Keen N’iold £1.) 71/3 
124c\Stewarts & Llovds {1.| 44 > 
.. | eee jpuMmers { John) £1.. | 29/44 
4 ai 6 d\United Steel {1...+-- | 29/44 
15 ¢ ogalVickers {1 ...--++++-| 39/6 
TEXTILES 
15 € 4 a\Bradford Dver> fl eee 29 9 
12 6 3, a\Brit. Celanese {1..--+| 29/6 


| 
ahalCoats (J. & P.) £1.---| 28 


10 6 ie 
436 4 a\Courtaulds £1 ..-++-> | 42/6 
10 a 74b\ Lancs. 4 otton fl ese ee 1 31/- 


Motor & AIRCRAFT | 
645 34a\Bristo! Aeroplane 10 -| 19 
4 a\ 8o\British Motor 5 
Tie 7T$c\De Havilland {1...-- 24 
5 a\Ford Motor £1...---- | 80 
3 a\ 14$b|Hawker Siddeley £1..| 51 


156 24a\Patons & Baldwins £1) 32 3 
4 


5B c 2 ¢ Leyland Motors 3 oe .|105 
1245, 5a Rolls Royce £1 ..-++- | 18 


SHops & STORES 


12 cjotan lard Motor Bie... T, 
§ a\Boots Pure Drug 5/-.- 


20 b\Debenhams 10/- .s.0- | 
15 ajGt. Universal 5/-.---- | 60 
5 alLyons (J.) ‘A’ SB. oats |110/ 
15 a\Marks & Spen. ‘A’ 5/-- 12 
36$5 Woolworth 5/-..++++- 69/9 
Oo 


IL 
5 a\British Petroleum {1 .| 
Tga\Burmah {£1...-.+s++: \152 
§ a\Royal Dutch 100 fi, ..| £95* 
5talShell Reg. LL .ceeseee 26 
15t | Trinidad L’holds 5/-. -| 34/3 
SHIPPING 
5 a\Cunard {1 ..---s+** 
12 c\Furness Withy f1l...-- 
3 alP. & O. Det. £}cwkes 5 
| MISCELLANEOUS 
4 aiAssoc. Elect. fl 
5 ajAssoc. Port. Cem. fl..| 
Q4a\B.1.C.C. £1.---2200*" 
14a\ Bowater Paper fl... | 
4 a Brit. Aluminium fl .. 
8$ta\Brit. Amer. Tob. 10/- .} 52/- 
biCanadian Pat ific $25 . 
4135\Decca Record 4/- .--- 
4 a\Dunlop Rubber 10/-. ‘ OU /— 














- 
og 
-4 

ye 
- 





4 a\English Elect. £1..--- 56/3 

8} b\General Elect. {1..--- | 60/- 

4 a\imp. Chemical {1 ..- | 43/9 

$b 84a\imp. Tobacco {1...-- | 60/6 

1$2-90c\Inter. Nickel n.p.v..- .|$1084 

bl =: T4a\ London Brick {1...-- 67/6 

6%a\Monsanto Chemical 5/-| 33/- 

34a) 144biTate & Lyle {1 ..---- 85/6 

14a| 10 b\Tube investments £1 .| 82/6 

& a} 1740\Turner & Newall £1 . .|109 3 

93>, 6 a\Unilever £1 wcseceees 81/- 

1470) +4 4a\United Molasses 10/-. - 41/- 

+10¢ 24ta\Cons. Tea & Lands 1. 43/9 
10 ¢ (10 ciLondon Asiatic Rbr.2/4 2 44 














T4a\United Sua Betong {1 
} MINES 










, STOCKS 1955 40 b 20.a Anglo-Amer. 10/- ..-- 
a ae oe ; ) Banks & DiscouUNT | £ s. 120 | 804 cs ees ho ee as. A 5 
ret 2 al «1 «b Barclays £1 --.--+ + 55/6 | 56/6*| 4 4 ‘ta ot Sen afontein f1--+-++ , 
ee 7a 8 b Lloyds ‘A’ £5, {1 pd.. .| 69/6 68/- 4 8 5 . 94 {Ran Tin 4- a ea 1 33 
ad 8a 10 6Midland £1, fully pd. .| 88/- | 36/6* | 4 3 50 “I 200 i Rhol i (1 eS 323 
ap Sia, 94bIN, Prov. ‘p’ £5, £1 pd. 83/6 | = ne : } ww as ARhokana £4---- 323 
Pee 8 a 8 b Westmstr'B’£4,£14P4-| 94/6 | 92/ ‘ as : . 
ets Tha, 8tb|Alexanders £1 -=--+-- | 60/6 | 59/-* | 4 9 New York Closing Prices 
1914 : a : ana. Disc. we woeee tied a z ; : a a = 
Tt a 1} Union Disc. £1--++++> | / ; |} T- } 
5o/- | 31/6 | 4a) 4 Barc. BSS) A...) 8/- | 8B IB 6 Iss aS Jae" 3 Ja | a9" 
[sae | 7 5 ‘a\Chart. Bk. of India £1| 50/- | 50/- 5 16 ek o | 3 .- 
s INSURANCE Te $i; 3 és $4 3 : 93 | 84 
164 % | 50a 85 b Leg. & Gen. £1, 5/- pd. 16% | 164 9 0 Balt. & Ohio. 38% | 384 Am. Smelting. 46% 45% Inter. Paper --| 83. i 
eof 204 40+b 20ta' Pearl fl fully pd...-- 23 | 93 4 14 “an. Pac. «++ +] 30% 30 Am. Viscose .- 423* 424 |Nat. Distill. | 29 224 
t12 ‘ 1057 Cc 112}t¢ Prudential ‘A’ {1 see 444 45} 4 10 5 N.Y. Cent. e* | 35) | 33% el. of Am, .-- 25 244 ears Roevut k} 16} 75% 
me i | i | BREWERIES, ETC. Pennsyl..--+- 93% | 23% hrysler .--+ 69% | 67% hell .....-+- 60 58 
+f Ae 10 al 33 b Bass £l...---eeeee*"| 134/4} (135/78 | 6 6 10 mer Fel... .|1738 {174% (Gen. Elec.. - -- 50§ | 49% td. Oil of N.J-|110% \1074 
ata | 3 44\ 25 ¢ 10a Distillers 4/-..-++++*° | 28/6* 28/6 310 2 tand. Gas .--| 15% | 154 (Gen. Motors . .|_ 96% 944 U.S. Steel a 703 
06 : 8 a\ 15 biGuinness 10/-..-----: | 44/— | 47/6 4 16 10 Inited Corp. -| 64 | 6 ;oodyear 11054 \102% Vestinghouse . 19% | 78 
%6/- | 60. | 18861 _ 1aiWhitbread ‘A’ Ord. £1) 92 7% | 92/6 | 418 W. Union Tel..| 80% | 77_Unter Nickel .| 588 | 574 Woolworth 52% | 514 
*Exd nd. + Freeoftax. Gross ield : sox oj ivide -) Year’s di ridend. (da) On 50%. (te To earliest date. (f) Flat yield. 
le\ © id. e ax. Gross . (a) Interim dividend. (b) Final dividend. (c) Years vic (4)! o. | AE) eit eas 
bio (h) Also 4% tax free bonus and 50% tax free from capital profits ; on -8%. (é) On 13$%- (j) On 119 Yo _\*) On 8%. (2) To latest date. 
On 12 (nn) On 98%~ (0) On 9% (P) OP Bho, (g) On 22% gross W”),0F 314%- (8) On 22° 7% Bros (#) On 12°6%. _(w) Interim for 15 months. 
v) On 74%. (w) On 174%- (*#) On 12)%. (y) On 1l%- (s) On 84%- 
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Statistics 


The following list shows the most recent 
BRITISH 

Prices and Wages : Jan. Ist 

Production and Consumption Jan. 8th 


MSROO WER... a ncdcicantinsisensens This week 
External Trade: ..i.....:..5..... Dec. 25th 
Financial Statistics ............ This week 
Industrial Profits............... Jan. 15th 

World Trade...... 


THE ECONOMIST, JANUARY >? 





date on which each statistical page app 
OVERSEAS 
Western Europe : 

Production and Trade...... Jan 
British Commonwealth 
Western Europe :— 

Prices and Money Supply Th 
oo Ge ee De 

yeatuedgevaiens Jan. 





Manpower in Great Britain 







TOTAL MANPOWER (') 


ee ee ee ee | 
POR Oe Oe ee OR eee Oe eee 


PORE 


Civil employment : 
BOONE down cedh eas a¥glb¥sen comune cakeueracres 


Agriculture, forestry and fishing.............. | 


Minitiy Gnd QUST VUNE 5... 5:2450 0 van vicese cs taae 


Manufacturing industries...........eceeeeeee8 


CHANGES IN EMPLOYMENT (*) 

Increase or decrease since June, 1950 : 
Employees in engineering(?) ...........sesee0e 
i » consumer goods industries(*} .... 


UNEMPLOYMENT 
By duration : 
Al  Guritene-ottal ook. civic coe cuediee exp een 
—men 


” ” 


” ” 


eee eee ee eee eee eee eee 


Temporary 


ee 





ENAORUNE 622s oc eo bk ned oo 8 hae eh be de baa 
North Midland 
Fast Ge eat “ne a so bk iv kis ah ww BK cme hs 
North Waste nose aise 3 ss Ve casnae ere 
INOPLHOER cabs cacao bis 4a cK. ce Rk bee eee See Awe 
> ChARGR os 6.65 20s ee re Ba ek hb ed Rw ce 
WIE. 65.5.icds Ge anes Che es Os aes bea eckebans 


ee OOOO RRO eee eee ee 


VACANCIES 
Unfilled vacancies notified to Employment Ex- 
changes : : 
TORS 6 os kc cs casks Wack be eri bee ees eens nadowe 
Met i kgs Sa RE bee arn OT Rees RR 
Women 


ee ee ee ee ee ee 


DISPUTE 8 (°) 
Workers involved ................. wanda kswkans 
Working days lost: 
EOE bn 650 CRE a Fe Nee Oe Coa c Be 64s ea See 
Mining and quarrying 
Engineering, Gibsc cnc nss i aeu geen sh oneness ens 
Other industties and services 


eee ee eee ewe eene 


(‘) Annual figures are for June of each year. 
jewellery. 


Monthly averages 



















Unit |—————_ Spee 
1953 , C, Sept. | Oct. N 
} | * 
| } 
; | | 
i } 
‘000s | 23,294 | 23,373 | 23,528 | 23,556 | 23,575 | 23,474] 23,697 | 23,723 | 23 
3 15,864 | 15,883 | 15,918] 15,951 | 15,945 | 15,920} 15,984 | 15,910 | 16, 
. 7,430 | 7,490 | 7,610] 7,605} 7,630| 7,554] 7,713| 7,733| 7, 
bs s72| 865; 839] 862] 857] 850] 836] 834/ 8 
= ene 22,238 | 22,465 | 22,383 | 22,400 | 22,288 | 22,614 | 22,635 | 22.68 
= 1,112 1,087| 1,069] 1,074| 1,049] 1,039] 1,074| 1,044] 1,024 
. 875 877 | 869 867 866 867 866 865 | 8 
x 1,435 | 1,437] 1,422] 1,434] 1,430] 1,401] 1,425] 1,425| 1,4 
= 616 | 2.664 | 2702 | 2,698| 2'738| 2:704] 2,725) 2,746| 2," 
i 1,336 | 1/320} 1,312] 1,316] 1,314] 1313] 1,307] 1,306| 1,3 
. 8,626 | 8,746 | 9,009 | 8,928 | 8,955 | 8,932] 9,138} 9,195) 9,2 
: o12 | + 213 | + 343] + 280 | 4+ 292 | + 295] + 406] + *% 
- —126;— 8) + 67) + Th) + 178) + 56) + 108) + 126) 
| | | 
| | 
2 414-2 | 342-0| 284-8] 309-0] 322-7] 321-8] 236-0| 253-9| 263 
= 227-8 | 218-2| 184-4] 193-6| 203-6] 207-5] 149-1} 159-6| 16: 
» | 186-4) 123-8 | 100-4] 115-4] 119-1] 114-3] “g6-9| (94-3| 97 
fe 87-8| 68-8; 58-0] 63-7] 62-0| 62-6] 51-7] 55:9] 52 
94-7} 44-0} 36:5] 44-4] 41-4 35:6} 38-5 38-9 | 3¢ 
= 85-9} 96-7) 81-7] 81-4| 86-2) 894] 62-7) 64-3 | 
z 50-2) 46-3] 37-1] 36-3| 40-4] 42-4] 24-6) 27-9) 31 
% 8-6} 1-4 0-9 0-9 | 0-9 | 0-8 0-9 0-9 | 
ae 29] 41-3] 3 2} 1-51) .15 11|/ 1-0 
=, 0-7} O-8| - 0-5 0-6| 0-61. 06 0-4) 0-4 C 
ea 14} 24) Ld 1:2) 422] 23 ot 32) 3 
= 0-2} O-2] 0-2 02} O2] 0-2 0-2}; 0-3) | 
oe 1-5 | aS 1-3 we 4 1-3 1-0 1-1 | 
| 
| | | | | | 
2-0 16| 1:3 1:5] 1-5) 16 1-1} 1-2] 
i 1:3 1:2] 1-0 Bit Pei as 0-7| 0-8} 
_ 1-3 et. a 1:0/ 12] 1-2 0-9; 1-0 
4 1-4 1-41 1} 1-4} 1:5} 1:4 08; 11) 1 
o 1:5 1-6 | 1-5 1-6 | 1-8 | 1-7 1-1) 1-3 | 
po 0-9 1-1} 0-6 0-8 | 0-7 | 0-7 0-6 | 0:5 
: 1-0 0-7} 06 0-5| O6] 0-6 0-5} 0-5 
. 1-9 1:2} 09 PEL. pas coe 0-8} 0-8 0 
x 3:6 | 9-1 | 1-5 1-7 | 1:8 | 1:7 1-3 | 1-3 
. 26| 2-4] -2-2 22] 2:4] a4 1-9} 2-0 
3°35 | 3-1 | 2-8 2:7 | 9-9 | 3-0 2-4 | 9-4 
. 2:9} 3-0] 25 27 2-7 2°T 2-1) 2-2 
| I 
| | 
| | | 
000s 230 270}... 276 | 272 270 34g| 340 | 
- 131 147| —... 153 150 147 195 193 
0 99 Oe 50s 123 | 122 123 153 147 | 
*s 35 Mi: .. 39 39} 1,098 35 101 3 
= 149 ST sc. 116 94| 1,134 123} 1,114 304 
x 55 33 aie 33 43 41 ¥ 
. 66 it >. 24 25 256 223 
. 28 } 5: 59 26 817 31 


(*) Engineering, shipbuilding and electrical goods, vehicles, me 
(*) Textiles, leather goods, clothing, food, drink and tobacco, manufactures of wood and cork, paper and 
as unemployed expressed as a percentage of the estimated number of employees. 


(*) United Kingdom. 
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55 
= Ds d M S | ° i 
rices an oney Supply in Western Europe i" 
Italy ee Norway | Sweden | Turkey i: 
———— . 
31 26 44 6 | 51 i 0-4 i z 9 : co | ot 
ms} 4 143] 63] 114] agg] = zs| = ot | = ago| asa | a8 | 4 
259 101 134 155} ll | 173 129 96 134 152 139 107 
260 105 | 135 150 109 | 191 26 96 g 
254 105 | 135 153 109 | 192 126 oT 134 136 138 11s 
ea 255 105 154 151 110 194 126 97 134 156 158 117 
. sees | 54 | 105 | 133 150 110 | 199 ee 97 136 154 138 
nerd 58 | ; 136 151 | 44 199 fa sua a 154 | 139 
COST OF LIVING () (1948 = 100) 
A . 31 | 27 | 60 | 6 64 | 0-4 | 55 2 49 | 63 | 5 29 
| 211 | 106 123 145 | 110 | 146 | 119 | 114 129 | 133 | 129 109 
| 210 | 106 123 144 108 160 | 126 | 117 129 | 136 130 | 112 
fo aa eee 124 142} 108 et Oe ee 138} 145 i31| 195 M 
| 216 | 108 iy 142 108 185 127 | 121 137 | 145 131 | 123 By 
“| 217 | 107 a 143 108 186 wid 121 137 144 131 | 121 Es 
a 217 | 107 125 | 143 | 109 | 85 ae re ee oe 138 | 143 | 131 | 122 HE 
| 218 | 107}... met a 187 Ea 143 | | he 
= = ——— 5 
IMPORT PRICES °’) (1948 = 100) F 
eee | 27 | 40 | 7 39 a | 39 2 24 2 45 l pi: 
250 | 116 | 131 | 186 121 | 129 | 108 132 132 152 9] i 
ee | 270 | 110 118 | 168 106 | 121 | 99 1i7 125 140 89 3 
| Bi 
jam 259 | 106 113° 167° 102 125 100 | 115 131 | 139° 100 . 
261 102 ts f. 104 125 98 112 120 |) f> 
255 | 105 “— 166 1 103 | 126 99 | 111 119 f 138 |< 84 5 
251 104 es L104 | 126 ; 109 | 101 
een. 3 ae ne 101 124 87 
EXPORT PRICES ©) (1948 = 100) 
] ; “ ; ——; . . "7 ce - - 
<n ee ee 25 | 40 | 6 | Oct 43 37 | 2 | 2 32 42 24 
ee | 263 120 | 115 157 | 131 | wee 126 | 103 | 117 137 | 153 122 
onieas 239 101 | 110 | 147 123 | abies 127 99 | 104 119 | 134 110 ” 
.. 
dione 242 92 | 1074 141° oe 127 104 | 101 109 132° 110 e 
july... seat 233 90 | 181. ss, 127 101 97 122 |) f 106 : 
A ee 237 88 106 138 TUT Sons 12 101 98 121 \$ 133\4 104 
. iy siege ae a 91 | bi cRER Pe a, 3 aaa WE aad ie ; 
October . .. <6 08a 236 | ios ois ay 117 a 125 | ‘ch wu i i ey 105 i 
- = = ——— \ — = = =— — — = ——————— —— = = if 
CURRENCY IN CIRCULATION © é 
‘000 ma. | 000 mn. | mn. "000 mn. 000 mn. | 000 mn. | ‘mn. | '000 mn, | mn. mn. . | mn. mn. : 
od | schillings | francs kroner francs | D. marks | dra hmas | £ lire guilders | kroner kroner £T. : 
iscaanhal ie Sere 425 | Mee as | 18-2] 19| 1,048 | 455| 1-04 213 E 
«tetas 8.79} 102-1| 1,879) 2,124) 10-22) 2,476] 69-9) 1,343) 3,171 2,787 4-62 1,280 . 
Santee 10-25] 1059} 2,032 2,310} 11:98| 3503] 74-3 1,424} 3,394] 2,998 4-39 1,461 E 
Vie taabes 11-02 106-4 | 1,872 2,420; 12-16 3° 38° 10-7 1,380 3,498 3,023 4-52 1,497 ' 
‘lees 10-95 105-6 | 1,812 2,401 12-08 3:47° 70:8 1,385 3,466 3,013 4-58 1,517 . 
3 weiwen 11-03 105-2 | 1,837 | 2,444 | 12-37 361° 71-3 1,402 3,493 2,993 4-67 1,548 f 
( resale 11-29 er SP at 358% 73-1 1,390 | 3,553 3,200| 4-80) 1,603 f 
es et aon = 14-1 mae age eee sa 1,549 ; 
. fs 
_ = ao eeneean Somer = = Sa eee = Se ————— — eso —<———— t 
AND FOREIGN EXCHANGE HOLDINGS ©) (mn. us Dottars) F 
. Te eetesilinagbibiidanaaies ction ——— en i a renin cad atime 
a 780 16-7| 2,791 | a 26-8 59 | 201} 1,003; 128-3 34 '; 
3 1,077 142-1 987 1,165 9-9 219 918 929 | 148-3 191 ei 
1,090 166-8 956 1,984 10-5 234 952 1,161 138-4 213 ; 
; © 1,014 148-3 1,115 2,484 10-7 234 1,013 1,237 | 144-4 221 { 
0) = 1,034 144-2 1,136 2,526 10-7 239 spe 1,238} 143-4 214 af 
1,036 136-8 at uy 10-7 245 1,240 | 139-3 213 . 
1,043 | 134°6 se 10-8 250 | 1,253 130-5 9 
West ) Selates only to prices in capital cities for Austria, France, Greece and Turkey. Cost of living in Paris based on 1949= 100, and wholesale prices in « 
ui they... .ertmany on July-December, 1948= 100. (*) Index numbers of unit value which compare the current average value of trace with its value in 1948 ; ; 
d France ‘i fuenced by changes in the composition of trade as well as price movements. Index numbers for Germany based on 1950. (*) Notes only for ; 
d 1954 » d Austria. (*) Holdings of the government and central bank at end of period ; figures for Greece are gold reserves only. (*) Beginning May, 








THE ECON‘ JANUARY 22, 1955 


































































‘w drachma equal te 1,000 old drachmas was introduced. (*) Average of second quarter. 
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Fi ial Statistics 
EXCHEQUER RETURNS THE MONEY MARKET BANK OF ENGLAND RETURNS 
é é . 4 : (£ million) 
me For the wee k ef de da Jaumary 15th there was | Credit again tightened in Lombard <a: 
3 an “‘above-line” surplus {after allowing lor Sinking) Street in the week covered by the Bank 
Funds) of £197,2! 21. 000 compared with a surplus | ‘ ‘ ; .t. 
of £96.286.000 in the previous week and a surplus| return. Special aid from the authorities 
of £189,579,000 in the corresponding period of last| was given every day except Tuesday and . 
7 year—this brought — the >cumulative de —_ to} on Wednesday (the banks’ make-up day) | 
CEI 255 00 £957 95° O0f Q5,7.5 t expen ure . 
£ 61,855,000 (257,952,000 1955-54). Net co pendit“re| ome or two discount houses were forced | Issue Department® : 
Weil i2as CCK Teacnea #106, ~ 9 ) pts oy nee z : 9 ry 1] . 
the t cumulative’ deficit to £394,272,000| to take seven-day loans from the Bank at | oo - Cee oe es 1,7 e: rt 
| (£577,130,000 in 1953-54). the penal rate. Throughout the week | Govt. debt and securities* | 1,596-8 | 1,771 72 
“hh « , ; >CLHriti ~ | Other securities. . ° 0-7 0-8 ‘ 
: a ee March and early April securities changed | aes ae ee es 4 
April 1, | April 1, ] Week | W ree hands at 1g-133 per cent. 
Pati 1953 195 endec mided | ° . ° i p ™ 
Esti- | 1953 | 1954 Jended |ended | The rise in the Treasury bill rate that | pana apa 
~ 1954-55 | Jan. 16, | Jan. 15, 16, J, | has proceded since mid-November | public accounts... 13-5 21+ 12-9 
1954 | 1999 | 1994 | 195° | slackened off at last week’s tender. The | Treasury special account. | tet « 2 
— er) market raised its bid by only Id., to | Others....00...20000222: | 69-3 6! i 
| : - 4 2 . . ~ eee a ee i; 374-0 5 
I on. pg 1800.0001 974,151; 969,956 1198631 195935 | £99 TOS. 3d. per cent, for the unchanged Securities ; 
S 132,000] 76.300 76,000] 10,500, 11,400; offer at £230 million, and the average rate {~ Government.......... .. | 295-6 9 
D 164,375 - wy - 4 eae 1909 | Of discount on all bills increased by only ae and advances.. | os 2 : 
EPT.| 172,000] 156,300, 140,800] 4,000 3,500| 7.68d. per cent, bringing it to | Total. 332-7 | 303 16-9 
renee. .are Ss BA) OR Ane ee £1 18s, 11.97d. per cent. Applications | Banking department reserve. | es oe) | 
. \ ] 920 980 50... | fell by more than £31 million to £344.1 | « Proportion ” ‘ | 15-9 i9 14-3 
: me J : __| million, so that the market secured a ro Se aici hai taeh Rh in nr Seances 
: Re BRA 375414 21 1456 21895 33 icher ; > ( yer ce ins * Government debt is £11,015,100, capita 
Rev. .'2384,37 fas 21 14 18981'2173 higher loenent (61 per cent against 43 | Fiduciary army ae led yee rong 
; nea 500! 842.805/ 890 847119602 20.903 | Per cent) despite its smaller bid. on December 15. 1954. 
i 719 | 7,740 | 588,643] 4,050 5,340 Gold prices have risen in sympathy 
‘ 7 a sm, os 4 t = 7 ” > > . . - ° a 
: a with the weakness of sterling : at Wed TREASURY BILLS 
“e 1781,500]14 1479,490] 23,652 26,333] nesday’s fixing the price rose to 251s. 93d. 
F ae sea jason} a record level. These moves reflected or 9 ’ 
0} 48,57 50,847 | 18,643 19,59 ‘ : Amount ({ million) Averag t 
the current weakness of sterling but with | pateot| Rate ' 
‘i } 2,500 50 » ferrerees ’ ; Tender | ati of Max 
a | a eesl Srenal seen some recovery on Thursday the gold price | eels | Applied aieneiel ‘eter i 
4 21,994; 21,771] . i declined to 251s. 8d. and was a penny per | : oo < | 
| 24 96,504" 144,166] 46% 9.126) ounce lower after the fixing. At $2.78 on | | 
Total 4532,875|3010,240 3170,249 \261740 298771 | “Tuesday sterling touched its lowest for | 335-3 | 210-0 5) 
= ' ee : Bs, A Se two years. |" E 
; Ord. ae pou 5 > +] 270-0 31 11-18 49 
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WILLIAMS DEACON’S 
BANK LIMITED 


(Member of the London Bankers’ Clearing House) 

































HEAD OFFICE: 
MOSLEY STREET . MANCHESTER 


ALLIANCE 


7 


Executor and Trustee 
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ASSURANCE COMPANY LIMITED PRINCIPAL LONDON OFFICES: 

Head Office: 20 BIRCHIN LANE, E.C.3 -9 PALL MALL, S.W.1 ' 

BARTHOLOMEW LANE, ‘LONDON, E.C.2 i 

Established 1824 | CAPITAL ISSUED £8,525,000 Ay 

The Finest Service CAPITAL PAID UP £2,275,000 | i 

ata 

for RESERVE FUND = £2,275,000 | 4 

All Classes of Insurance | i 

TOTAL ASSETS : i: 

REPRESENTATION THROUGHOUT i 
THE UNITED KINGDOM ee g 

THE BRITISH COMMONWEALTH AND 31st December, 1954. | | 

ELSEWHERE ABROAD | i 

Associated Banks : | 4 

The Company undertakes the duties of i 

¢ 
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BUILDING 
SOCIETY 










ASSETS £225,000,000 


RESERVES £10,000,000 Liverpool and Birkenhead... 













stand at the import and export gateway to the great indus- 
trial regions of England. 






The Society’s Homebuying and Investing Services 
cre described in booklets ‘“‘A Home of Your 


Own’’ and ‘‘Savings and Investments’’ available 
at all the Society’s branches and agencies. 


Martins Bank, with its Head Office in Liverpool, offices in 
London, and a network of nearly 600 branches covering 
the important provincial cities and towns of England and 
Wales, is organised to assist industrial and commercial 
enterprises large and small. 
















HEAD OFFICE HALIFAX YORKS. 

















G LONDON 51-55 STRAND W.C.2 

MARTINS BANK LIMITED 
Y Branches and Agencies throughout 

UY; the United Kingdom London District Office: 68 Lombard Street, E.C.3 
G HEAD OFFICE: WATER STREET, LIVERPOOL, 2 


SX 
\ 


Total Assets (as at 31st December, 1954) £363 655,940 
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THE BANK THAT CONDUCTS THE 
LARGEST BANKING BUSINESS 
IN NEW ZEALAND 


Since its establishment nearly 100 years ago, the 
Bank of New Zealand has kept pace with the 
country’s development. Information supplied by 
over 340 Branches and Agencies provides current 
data on all aspects of commerce and industry, 
which is freely available to all with present or 
projected interests in the Dominion. 
You are invited to contact the London Office 
or the Head Office 


BANK OF 
NEW ZEALAND 


(Incorporated with hmited liability in New Zealand 


London Office: Head Office : 
1, Queen Victoria Street, Wellington, 
E.C.4. New Zealand. 
Manager: A. R. Frethey General Manager : 
Assis. Manager : A. E. Abel R. D. Moore. 


Branches also in 
Melbourne and Sydney (Australia) : 
Labasa, Ba and Nadi (Fiji) - 


Suva, Lautoka 
Apia (Samoa). 


CREDIT 
LYONNAIS 


Limited Liability Company Incorporated in France 
40, LOMBARD ST., E.C.3 
WEST END BRANCH 
25/27, CHARLES II STREET, HAYMARKET, S.W.1. 


Private Safes for rental at this Office 


LONDON 
OFFICE 


= 


TRAVELLERS’ CHEQUES ISSUED IN FRENCH 
FRANCS PAYABLE AT ALL BRANCHES OF THE 
BANK IN FRANCE AND THE FRENCH FRANC AREA, 


ALL BANKING TRANSACTIONS 


BRANCHES IN EGYPT AND THE SUDAN, NORTH 


AFRICA, SYRIA AND ON THE WEST AFRICAN 
COAST. 
AFFILIATIONS IN 
se t BRAZIL, LEBANON, PERU, PORTUGAL AND 
ia VENEZUELA. ° 


Ceatral Office : PARIS, Head Office: LYONS, 
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1955 
ESTD. 1829 
LIMITED 

Subscribed Capital - - - - - £ 10,560,428 
Paid-up Capital = © ses oe «= £ 2,976,428 
Reserves - - . - - - - £ 4,000,000 
Deposits =< - 2 2© 2 2 «= £€255,162,898 
Total Assets - - - - - = £287,562,460 


3ist DECEMBER, 1954 





EVERY BANKING FACILITY 


HEAD OFFICE: SPRING GARDENS, MANCHESTER, 2 
PRINCIPAL LONDON OFFICE: 75, CORNHILL, £.C.3 
PRINCIPAL LIVERPOOL OFFICE: 3, WATER STREET 


iH Its About 


Japan 


SANWA BANK 


(Authorized Foreign Exchange ~ Bank) 
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PEE tis RL OE AL a ST RO OE 


~s!  V 
Zi SATIS 
Le DAO TRIE. 





Chairman of the Board: 

& President : TADAO WATANABE 
Capital : ¥2, 
Head Office: FMABASHI, OSAKA 
iS Office: MARUNOUCHI, TOKYO 


AN FRANCISCO BRANCH: 
465 CALIFORNIA STREET, SAN FRANCISCO 


A complete network of 188 nationwide 
branches and worldwide correspondents 
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This advertisement is published for information only. Apolicati 
Jaouary, 1955, and closed at 3 p.m. on the same day, y. The Application List opened at 10 a.m. on Thursday, 20th 


COLVILLES LIMITED 


Uncorporated under the Companies Act, 1929.) 





Authorised Issued 
£ SHARE CAPITAL £ 
4,000,000 in 5} per cent. Cumulative Preference Shares of £1 each «.. (Ss. per share paid) 4,000,000 
10,000,000 in Ordinary Shares of fl each... Se ra mes faa --» (fully paid) 10200,000 
6,000,000 in unclassified Shares of £1 each 


. 
*e ere eee ee eee eee eee es 





£14,000,000 


£ LOAN CAPITAL £ 
10,000,000 4} per cent. Debenture Stock 1975/85... wa sail «-- (£10 per cent. paid) 10,000,000 


Except for the above neither the Company nor any of its subsidiary companies has any debentures, debenture stock 
(gages or loan capital outstanding. 


ABRIDGED PARTICULARS OF OFFER FOR SALE 
THE IRON AND STEEL HOLDING AND REALISATION AGENCY 


10,000,000 ORDINARY SHARES OF £1 each in COLVILLES LIMITED at 26s. per Share 
payable in cash or by tender of 34 per cent. Treasury Stock, 1979-1981 
(formerly British Iron and Steel 33 per cent. Guaranteed Stock, 1979-1981) 























On Application edi ony aad ane poet ot 5s. per Share 

IN CASH On 22nd February, 1955 ... ous éan ue 10s. per Share 

On 22nd March, 1955 eos one a ene ais lis. per Share 

26s. 
Payment in full may be made, after the issue of Letters of Acceptance, under discount at the rate of 1} per cent. per annum. 
BY TENDER Applicants may also or alternatively tender on the tender forms provided for that purpose an amount of 34 per cent. Treasury Stock, 
OF 322% 1979-1981, the value of which, calculated at the price shown in the Notice issued by the Bank of England and dated 13th January, 1955, 
REASURY STOCK, is not less than the full amount payable at 26s. per share for the Shares applied for by tender. Treasury Stock on registers other than 
1979-1981 the register of the Bank of England must be transferred to the Bank of England register before tender. 





A Consortium i of Baring Brothers & Co., Limited, Robert Benson, Lonsdale & Co. Limited, Hambros Bank Limited, Helbert, Wagg & Co. Limited, 
ard Brothers & Co., Limited, Morgan Grenfell & Co. Limited, N. M. Rothschild & Sons and J. Henry Schroder & Co. (hereinafter referred to as “* the Consortium **) 
‘e agreed to put in or procure to be put in irrevocable applications on the terms of the Offer for the whole of the Ordinary Shares now being offered. In making 
eptances on the Offer such applications will be treated on the same basis as applications from the public. ; 
Applications made on the special forms provided for use by former holders of stock of any class in the share capital of the Company, whose names were on the 
ster of members on 14th February, 1951, will receive preferential consideration. ‘ as 
Each application on forms provided for use by former stockholders of the Company must be for 10 Shares or a multiple thereof : other applications must each be 
r 50 Shares or a multiple thereof. 


> Offer for Sale shows inter alia that :— 


The business of the Group comprising the Company and its wholly-owned subsidiaries is the manufacture of steel and the production of rolled and cast steel 
products of a wide range. It supplies railway nent way materials, constructional steel and welded fabrication work for marine and general engineering. 
Special grades of alloy and mild steel are manufactured to meet the exacting requirements of the engineering, shipbuilding, boiler-making, chemical, automobi 
and aircraft industries. The works of the Group are situated in a large consuming area in the Clyde Valley and major portion of the steel output is supplied 
for home consumption, principally to the extensive shipbuilding yards on the Clyde and in Beifast, and to the works of locomotive, wagon, oil tank and pipe 
manufacturers and structural engineers. The Group, however, has also a long established export trade. s , 
Since 1946 the capital expenditure of the Group, amounting to over £13,000,000, has been financed from its own resources. During recent years a major development 
programme has been prepared, based on a further increase in pig iron manufacture. The first stage has been approved by all the appropriate authorities and work 
has now begun on a new site at Motherwell. The plant to be installed at this stage will consist of coke ovens and be ma plant, a large blast furnace and a 
modern melting shop. The new works will be adjacent to and will operate in conjunction with the Dalzell and Lanarkshire Steel Works and together they will 
form a large integrated unit with a acity exceeding 1,000,000 tons of steel ingots per annum, with adequate facilities for the economic use of hot metal and 
by-product gases. It is estimated that expenditure on this stage of development, which should be completed by mid-summer, 1957, will amount to approximately 
£22,500,000. Future developments under consideration, for be a lans are pred ———- include the installation of a 4-high plate mill at Clydebridge Steel 
Works and also a 4-hi late mill, already in the session of the Company, at Motherwell. : 
The Directors are of =" inion that den bales of £12,000,000 payable not later than 31st December, 1956, on 4,000,000 5} per cent. Cumulative Preference 
Shares of £1 each and £10,000,000 44 per cent. Debenture Stock 1975/85 subscribed by the Iron and Steel Holding and Realisation Agency at par, together with 
the accruing resources of the business and temporary banking facilities which they are satisfied will be available, should be adequate to finance capital expenditure 
up to the completion of the present stage of the development programme and to provide the additional working capital which will be required as a result of the 
expansion in output. . . : ; iati 
The Group profits for the $2 weeks ended 2nd October, 1954, excluding investment income and interest received, amounted to £4,553,891 after charging depreciation 
but before providing for taxation. In the absence of unforeseen circumstances, the Directors would regard a figure of £4,500,000 as a reasonable estimate of the 
profits of the Group on which to base their dividend policy for the immediate future and on this basis it would be their intention to recommend for the year ending 
30th September, 1955, an Ordinary dividend of 9 per cent. on the shares now being offered. Assuming that the whole of the Preference Shares and the Debenture 
Stock had been paid up in full and if there were deducted from a profit figure of £4,500,000 (i) £450,000 for the full interest on the Debenture Stock, (ti) £1,925,000 
for income tax at 9s. in the £ and profits tax at 2} per cent. and (iii) £165,000 for the full dividend on the Preference Shares, less income tax at 9s. in the £, with 
profits tax at 20 per cent. on the gross amount thereof, a balance of £1,960,000 would be available for Ordinary dividend together with profits tax thereon, and for 
reserves. An Ordinary dividend of 9 per cent., less income tax at 9s, in the £, with profits tax at 20 per cent. on the gross amount thereof, would require the sum 
of £675,000. It will be the policy of the Board to set aside, in addition to normal depreciation, sums for obsolescence and replacement of fixed assets. It is the 
intention of the Directors to pay about the end of July, 1955, in respect of the current financial year, an interim dividend of 3 per cent. on the 10,000,000 Ordinary 
Shares. fe gee 3 
Copies of the Offer for Sale, on the terms of which alone applications will be considered, Forms of Application and copies of the Notice issued by the Bank of England 
ind dated 13th January, 1955, specifying the price at which 34 per cent. Treasury Stock, 1979-1981, may be tendered, can be obtained from the Bank of England, Loans 
Office, 2, Bank Buildings, London, E.C.2, and any of the Branches of the Bank of England, the Members of the Consortium, the Head Offices and Branches of the Londons 
Clearing Banks and of the Scottish Banks, Banks in Northern Ireland, the Brokers named below and the Company. *° 
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i Cazenove & Co., W. GREENWELL Ov, oaRE & Co., 
' 12, Toxennouse Yarp, E.C.2, 2, Fincn Lane, E.C.3. a. Comer Buen, E.C.3, 
: Panmure Gorpon & Co., Rowe & Pitan, PH SEBA o., 
i, ‘St. Siicean:s yore E.C.3. 43, BisnopsGate, E.C.2. 22, O.p Broap Street, B.C.2, 


ALL or THe Stock EXCHANGE, LONDON. 
i S. M. Penney & MACGEORGE, 
24, Grorce Square, Giascow, C.2, AnD THE GLAsGow Stock EXCHANGER. 


Registered Office : 
195, West Georce Street, Giascow, C.2. 
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BARCLAYS BANK LIMITED 


A YEAR OF GREAT ACTIVITY 


RESTORATION OF CONFIDENCE AND BUSINESS PROSPERITY 


MR A. W. TUKE ON OVERSEAS BANKING DEVELOPMENT 


The annual general meeting for the year 
1955 of the stockholders of Barclays Bank 
Limited will be held at the head office, 54, 
Lombard Street, London, EC, on Febru- 
ary 10th. 


The following. is the statement of the 
chairman, Mr Anthony William Tuke, on 
the report and accounts for the year ended 
December 31,,.1954, which has been circu- 
lated to stockholders: 

We welcome as an addition to our board 
one of the country’s most distinguished 
leaders, Field-Marshal Lord Alexander of 
Tunis, to whose appointment we had been 
looking forward as soon as he was free from 
his ministerial obligations. The stockholders 
present at the meeting will be invited to 
re-elect him in the usual way. There have 
been no other changes in the composition of 
our board since the last annual meeting. 


During the latter part of the year Sir Cecil 
Ellerton, my deputy chairman, has paid 
an extensive and most useful visit to our 
banking friends in America and to our own 
bank in Canada. 


Stockholders will have observed from the 
accounts that we are able to show a further 
increase in our net profit, thanks mainly to 
having had additional resources at our com- 
mand, and to a growth in the more lucrative 
though risk-bearing assets. We are thus able 
to allocate £1 million to reserve from the 
profits of the year, and we have also been 
able to release the substantial sum of {£3 
million from contingency account, which is 
partly derived from certain provisions made 
before and during the war for debts which 
have recently been repaid. 

As a result of these two transfers our 
reserve fund has been augmented by a total 
of £4 million, and now stands at £16,750,000. 
As compared with two years ago, our capital 
and reserve fund taken together have been 
increased from £31,608,217 to £39,664,703. 
We are recommending a final dividend of 
5 per cent, making 10 per cent for the year, 
together with a special dividend of 2 per 
cent on the ordinary stock, and, on the staff 
stock, a final dividend of 10 per cent, making 
the fixed 20 per cent for the year. The extra 
dividend on the ordinary stock is intended to 
be of a temporary character. 

Stockholders will remember that in 1953, 
when we rearranged our capital, we made a 
substantial transfer from reserve fund to 
capital account and I.then expressed the hope 
of the directors that it should be. possible 
to pay a dividend of 10 per cent on the new 
ordinary stock. A dividend at this rate would 
represent the equivalent of the increase from 
14 per cent to 16 per cent, which the former 
““B” stockholders received in 1953 as part 
of their consideration for admitting the 
former “A” stockholders, whose dividend 
had been limited to 10 per cent, to participate 
equally with them in all future distributions. 
The special dividend of 2 per cent recom- 
mended in respect of 1954 will, of course, 
be payable to all the ordinary stockholders 
without any qualification. 


It is the opinion of the board that the 
issued capital of the bank should be further 
increased from time to time, at least to keep 
pace with the growth in the fixed assets, and 


that in present conditions this would be best 
achieved by the occasional capitalisation of 
reserves. Provided that the rate of dividend 
were maintained at 10 per cent, this would 
have the effect of increasing the distribu- 
tion of profit to the ordinary stockholders. 


Your directors, however, do not consider 
that the time has yet arrived for a further 
capitalisation of reserves, but they feel that, 
having regard to the results that have been 
obtained, an increased distribution of profit 
can now be recommended, In their view 
this can appropriately be done by a special 
dividend of 2 per cent, which, provided that 
disposable profits remain at their present 
level, it is hoped to continue until a further 
capitalisation as described can be made, when 
the additional amount now being distributed 
would be absorbed in whole or in part in 
paying dividends on. the increased capital. 


LENDING POLICY 


Apart from an average increase of about 
£40 millioa in our investments, and of about 
£15 million in our advances, to which I have 
already referred, there is little of interest to 
report in regard to our current assets, I 
would, however, like to say something about 
certain criticisms which from time to time 
bankers hear or read of their policy in regard 
to the granting or withholding of advances 
to their customers. 


In general, it may be said that our critics 
fall into two classes—those who speak from 
personal experience in a limited field, and 
those who take a wider if more academic 
view, based on what they believe to be the 
general practice of bankers. It is not impos- 
sible, I suppose, that the latter class may 
include individuals who belong also to the 
former. I do not at all object to criticisms 
of the way in which we do our business, 
especially when they are not entirely destruc- 
tive in character. If I may adopt an apt 
though perhaps rather inelegant metaphor 
employed recently by one of our more 
friendly academic critics, they may serve to 
prevent us from growing too many barnacles. 


ANSWER TO CRITICS 


My first answer to our critics is that, sub- 
ject only to the operations of the Capital 
Issues Committee, and to the expressed 
desire of the authorities that in our lending 
policy we should conform to the directions 
issued to that body from time to time, the 
banks in England and Wales have complete 
freedom on the question whether an advance 
should be allowed or withheld, and whether 
it should be secured or unsecured ; and there 
is completely free competition between them 
in this field. This is a safeguard to the 
customer and a salutary stimulus to the 
banker. 

The existence of a governmental body 
which has the power to prevent a customer 
from borrowing money which his banker 
would be prepared to lend to him is regarded 
by some as a diabolical interference with 
free enterprise ; but to give the devil his due 
the directives under which this Committee 
work are not, at any rate today, very readily 
listinguishable from the doctrines of sound 


banking as laid down in the text 
written by eminent bankers of past 
tions. Even so, perhaps some of us would 
like to be allowed occasionally to bre 
own rules. 


My second point is that most of us woul 
much rather say yes than no to any request 


x” 
from a customer if we properly can. What 
is more, it pays us to do so, both because ir 
promotes goodwill, on which the whole of 
our business depends, and because (I will 
admit it) advances give us a better yield than 
any other of our current assets, though allow- 


ance must be made for the bad debts which 
inevitably occur even in the best regulated 
banks ; sometimes in the advances which had 
earlier appeared to be very well secured 


UNSECURED ADVANCES 


It is, I believe, contended by some of our 
critics that we are not sufficiently ready to 
make unsecured advances to our customers, 
I would say, in reply to that, that we are very 
willing to make such advances in appropriate 
cases; but this raises the question of the 
principles by which we are guided on this 
subject. 

A business whose finances are firmly based, 
in the sense that the quick assets (stock and 
book debts) exceed’ the total of the trading 
and other creditors by a substantial margin, 
may reasonably ask for temporary finance, 
especially for seasonal purposes, and the 
banker will usually be very ready to provide 
it, often without asking for specific security. 
The banker must be the sole judge of what 


he is prepared to do in this respect, but he 
will not forget that another banker may take 
a different view. 

It is understandable that, as a genera! rule, 
the larger the capital resources of a business 
the easier it is for it to fulfil the conditions 
which I have laid down. But medium-sized 


and even small businesses are by no m 
excluded, provided that there is a proporti¢ 
ately large surplus of liquid assets. We do 
not regularly collate statistical information 
on the amount of our unsecured lendings, 
but on a selected date some months ago we 


cans 





found that in fact between one-fifth and one- 
quarter of the whole of the money advanced 
to our customers was not covered by se 

A good example of the unsecured advance 


is the accommodation frequently given to 4 
tenant farmer, There is probably no occupa- 
tion in which the personal factor is more 


important than in farming; apart frorn his 
financial position the test is the character ol 
the man and his skill and assiduity 4s 4 
farmer, 

Since 1939 the development of agricu!ture 
has been very. striking, the estimated increase 


in net output being of the order of 5U per 
cent, though from the point of view o! saving 
imports this is not a net gain because ‘t has 
been achieved in part by increased mech nisa- 
tion, which means greater consumption o! 
imported fuel. The increased production 
has involved a large outlay of capital, pat 
ticularly as it followed many years of cepres- 
sion and neglect, but there has been no undue 
pressure on the banks from their farming 
customers, and speaking generally we could 
give them more direct support if they asked 
us to do so. 
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We must remember, however, what great 


activity the agricultural revival has caused 
in the industries allied to agriculture, which 
have had to find fresh fimancial resources, in 
part from the banks, for their own develop- 


ment. 

Though it is true that agriculture has 
attracted many new investors and much new 
money, the development has been financed in 
the main by the thrift of the agricultural 
community itself. This, I think, is the 
method which would have commended itself 
to the poet Horace: 

Beatus ille, qui procul negotiis, 
t prisca gens mortalinm, 
paterna rura bobus exercet suis, 

 solutus omni faenore.* 


In these days the oxen have, I fear, given 
way to the tractor, but it may still be true 
that the happiest man, although perhaps not 
the most enterprising, is he who has no bank 
interest nor hire purchase instalments to pay. 
He might be happier still if he had no forms 
to fill up for the Mimistry of Agriculture. 
Horace himself puts these words imto the 
mouth of a banker, or money-lender, who 
is always about to retire to the country, but 
meanwhile relends tomorrow the money 
which he has called in today. Thanks to the 
improvement in transport facilities since 
Horace’s day, a gentleman in the City can 
now ply his trade during the week and enjoy 
the blessings of the countryside at the week- 
end, 

I have described the typical borrower of 
money without specific security. On the 
other hand, broadly speaking, it is not 


appropriate that a private individual, who is 
wholly or mainly dependent on his heavily 
taxed monthly salary, should borrow money 
unsecured from his bankers. If he cannot 
make ends meet in the month of February, 
he is not-very likely to do so in March, in 
which he and his family have three more 
dinners to eat. 


There may well be excellent reasons why, 
on occasion, his current outgoings exceed 
his current income. The expenses of illness 
and education are obvious examples ;. but 
with taxation at its present level, few salaried 
men have any margin for extra expenditure, 
which must perforce come out of savings, 
either past or future. A temporary loan may 
well be justified, especially if the savings 
of the past are invested in the family home 
or in a life policy. 


Even if the investment is in more market- 
able form and the price is abnormally favour- 
able, as it has been recently in certai classes 
of securities, mo one likes realising his hardly 
won capital. Like Mr Micawber, we all tend 
to hope against hope that something will 
turn up, or even that a drop of comfort may 
one day be distilled from the stony heart of 


Chancellor to make life a little easier 
tor before we die; but in the banker’s 
his prospect is rather too uncertain to 
orm the basis for an umsecured advance. 


HE CARROT OF PROFIT AND THE 
STICK OF COMPETITION 


Without laying claim to amy higher 
mMolUves, to which I hope, nevertheless, that 

ic of us are not entirely insensitive, I 
would contend that so long as the banks 
Temain independent, as they are today, the 
carrot of profit and the stick of competition 

together ensure that the customer gets 
a the credit which his fimancial position 
jusuhes, whether secured or unsecured, and 
sometimes perhaps a little more. 


‘here is one class of critic who may not 
oe satisfied with my answers : he who says 
‘at Our methods are altogether too hap- 
hazard and unscientific and that everything 
depends toe much on the whim of the indivi- 
— branch manager. He would perhaps 
‘Ke the prospective borrower to fill up a 


“Horace. Epodes IE. 1-4, 





complicated form and send it to the appro- 
priate planning authority, where a formula, 
evolved by some clever ignoramus, would 
be applied to it, and, after a due lapse of 
tume, the bank would be informed how 
much credit should be allowed to that par- 
ticular customer. 


I cannot offer any answer to that sort 
of critic because I know that nothing will 
satisfy him except the figments of his own 
imagination, but I do wonder whether his 
form will provide spaces for information 
about the customer’s character, industry and 
business ability and, if so, how they will be 
evaluated under the formula. That sort of 
thing may sound fantastic, but it could easily 
happen if the planners were able to get the 
bit between their teeth. 


In the meantime, if I were a customer, I 
would rather put my faith in the decision or 
recommendation of the manager of my inde- 
pendent, competitive bank, however 
whimsical and unscientific he might be, and 
I would hope that, if he made a mistake, it 
might possibly be in the direction of allow- 
ing me a little more credit than I deserved, 
though no more than I could readily repay 
in the ordinary course of my business. 


There has been a substantial increase in 
our premises account in the past year, reflect- 
ing the fact that it has been possible to obtain 
licences fairly freely for the reinstatement of 
war damage, where we nearly always spend 
much shore than the amount which we have 
received as compensation. In certain cases 
we have also been able to undertake exten- 
sions of existing buildings to provide for 
increased business. 


It will be understood that these extensions 
have fallen somewhat into arrears in the past 
15 years, and we must expect to spend large 
sums on our premises for some time to come, 
especially now that licences are no longer 
necessary. Im the first mstance, the new 
buildings are entered in our books at the high 
present-day prices, but depreciation ts applied 
annually to each of our properties, new and 
old, in relation to its cost, and we also hold 
a substantial unallocated reserve which is 
deducted from the gross total in order to 
produce the figure which appears im the 
balance sheet. 


Therefore the total of the account, based 
as it is on costs incurred in most cases before 
1939, and in many cases before 1914, 1s 
very moderate in relation to the realisable 
value of the properties in the money of 
today. 


BARCLAYS BANK DCO 


Our investments in subsidiaries are shown 
this year in a simplified form, following the 
recent reorganisation of the capital of Barclays 
Bank DCO and the repayment of the notes 
of Barclays Overseas Development Corpora- 
tion. As compared with last year, the total 
at £13,856,946 shows an increase of £375,000 
only, this being the amount of additional 
money which we subscribed in _ the 
scheme of reorganisation to which I have 
referred. 

In August last I sent full particulars of 
these proposals to the stockholders. I need 
not, therefore, recapitulate the details of the 
scheme, which was duly approved at mect- 
ings of the stockholders of Barclays Bank 
DCO in September, but it may be well that 
I should take this opportunity of inviting you 
to consider to what extent the passage of 
time has justified the faith of those who 
initiated this great venture in 1925. None 
of them is with us today, although my senior 
colleague, Colonel Sir Edward Bolitho, joined 
our board only a few weeks after the project 
was announced. 

The moving spirit in the amalgamation, 
under the aegis of Barclays Bank Limited, 
of the three constituent banks, the Colonial 
Bank, the Anglo-Egyptian Bank Limited and 
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the National Bank of South Africa Limited, 
was without doubt my distinguished predeces- 
sor, Mr F. C. Goodenough. His great energy 
and vision had hitherto been applied mainly 
to the expansion of our business in this 
coumtry, starting from its small beginnings in 
1896, when twenty private banks combined 
for their mutual defence against the all- 
absorbing joint stock companies until the 
day, just over twenty years later, when 
Barclays Bank had itself become one of the 
“ Big Five ” joint stock banks of this country. 


Much of the expansion at home was 
achieved by means of the outright purchase 
of local businesses from their partners or 
shareholders, either for cash or by an 
exchange of shares. In the case of the over- 
seas business, the three constituent banks 
were amalgamated under the name of 
Barclays Bank (Dominion, Colonial and 
Overseas); “A” shares and 8 per cent 
preference shares in this new company were 
then issued to the shareholders of the old 
banks in exchange for their existing holdings. ’ 


By this means we acquired a minority 
holding (about 30-40 per cent) in each class, 
but we did not attempt to buy out any of 
our fellow-shareholders. It was, however, 
felt to be desirable that in addition to the 
combined published and inner reserves of 
the three banks, the depositors in what was 
in their eyes a new bank should have the 
further support of some uncalled capital. 
This was provided by a special issue to 
Barclays Bank Limited of 500,000 “B” 
shares of £5 each, of which £1 was paid up, 
leaving an uncalled liability of £2 million. 


In return for assuming this responsibility 
at that time, it seemed appropriate that these 


partly paid shares should carry special voting 
rights. 


_ After an interval of thirty years the posi- 
tion has changed: the venture is no longer 
new, and if it ever required such additional 
support this does not seem to be the case 
today. We have therefore readily agreed, on 
the shares becoming fully paid, to forgo the 
privilege which accompanied the contingent 
additional responsibility, and to put our- 
selves, in all respects, alongside the other 
stockholders in a single class of ordinary 
stock. In amount we have, and intend to 
maintain, a holding of rather more than 
50 per cent, which is sufficient for all practical 
purposes. 


It is not, however, our policy, as we see 
it at present, to increase materially the pro- 
portion of our present holding, as we feel 
sure that it is in the interests of Barclays 
Bank DCO, and therefore in our own in- 
terests, that this stock should be held as 
widely as possible among the members of 
the public and among those who may be, or 
may become, its customers. 


NEED FOR TAX CONCESSIONS TO 
NON-RESIDENT SHAREHOLDERS 


In this connection it is a matter of great 
regret that the income tax law of this country 
is such that the holding of shares in a British 
company is normally unattractive to a non- 
resident. It would be of immense value to 
the goodwill of Barclays Bank DCO if its 
stock were widely held by investors in the 
territories in which it operates, but im fact 
the proportion so held has been diminishing 
ever since the Bank was formed and has 
now been reduced to an insignificant figure, 
solely, I am sure, for the reason to which I 
have referred. And it is not only the good- 
will of the company concerned which is 
adversely affected. 


There are assets more precious than money 
which are jeopardised when the strong ties 
of mutual interest between the members of 
the British Commonwealth and Empire are 
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weakened by unnecessary inflexibility in a 
matter of this kind. It is true that certain 
income tax concessions are allowed to the 
non-resident holder of such investments, but 
they are, in my opinion, quite inad&quate in 
amount ; moreover, they are calculated on an 
unrealistic basis, namely, the personal and 
other allowances enjoyed by a resident in 
the United Kingdom, which are quite 
irrelevant to the affairs of the non-resident 
and in any case do not give any relief to 
corporate holders. 

The position might be quite different if 
the allowance could in some way be related 
to the proportion of the company’s income 
which is earned overseas, and it would appear 
that a practicable solution might be evolved 
on this basis. 


RECORD OF REMARKABLE GROWTH 


If we adopt the conventional measuring 
rod of a bank’s progress, namely its liabilities 
to its creditors, we find that the growth of 
the business since 1925 has been remark- 
able. The combined deposits of the three 
banks in 1926 amounted to £52 million ; at 
September 30, 1954, they were £494 million, 
or nearly ten times as great. 


It must be admitted at once that much of 
this is due to the increase of prosperity and 
to the inflation of the price level throughout 
the world, the one a beneficial and the other 
a harmful influence. How much is due to 
each, and how much again to their obtaining 
d larger share of the business available, it is 
impossible to say, but it is of interest to 
observe that the deposits of Barclays Bank 
Limited, which in 1926 were little more than 
£300 million, are now over £1,400 million, 
or more than four and a half times as great, 
and I would say that all three influences 
have been in operation in this country also. 


Another telling comparison in the record 
of Barclays Bank DCO is in the number of 
branches : 426 in 1926; double that number 
today. 

In considering the progress achieved since 
1925, a period representing almost a genera- 
tion in terms of human life but a much less 
significant fraction of the history of a great 
trading company, I should like to call atten- 
tion to some of the words used by Mr F., C. 
Goodenough in his speech to the share- 
holders at the annual meeting of Barclays 
Bank Limited on January 21, 1926. 


“We regard the step that we have taken 
as a practical measure which will promote 
the industrial and commercial interests of 
the Empire and will help both its internal 
and external trade. These territories will 
need a continuous supply of fresh capital, 
as they become ripe for development. I 
need hardly say, however, that the pro- 
vision of permanent capital is not one of 
the duties of a bank, our business being 
that of supplying floating or circulating 
capital, and of granting credits for the 
handling of exports and imports and for 
other temporary purposes, but there can 
be no doubt that a strong and well- 
organised banking system can be of great 
service, by giving encouragement to trade 
through the use of banking credit and 
deposits for those temporary purposes, 
wherever they may chiefly be needed from 
time to time. © This will be all the more 
advantageous, since the busy seasons in 
the various territories do not coincide. 


“There can be no doubt that as the 
wealth of those regions continues to 
increase, there will be a growing disposi- 
tion on the part of the investing public to 
supply more permanent capital, as further 
developments are needed. There will be 
much to be gained for our new subsidiary 
through economy of administration and 
improved organisation, as well as through 


the interchange of staff, especially the 

higher members of the staff, and in these, 

as well as in other matters, the close co- 

Operation with our own bank, subject, of 

course, to sound and proper limits and 

principles, should prove to be of great 
advantage.” 

Mr Goodenough died in 1934, nine years 
after these words Were spoken, but if he were 
here today after the lapse of another twenty 
years he would not, I believe, wish to alter 
any of them, and he would, I am sure, rejoice 


_to see how amply his hopes and his 


prophecies are being justified, and how the 
income derived by the parent bank from this 
investment has been slowly but surely 
increasing throughout the period. 


In these matters it is always best to move 
slowly ; toegive the digestive process time 
to work ; to allow lesser loyalties to become 
merged in greater, which can hardly be fully 
attained in the lifetime of individuals some 
of whom were formerly in active competition 
with one another. The Barclay principle of 
direction through local boards was imme- 
diately instituted in the new organisation, and 
our system of decentralised executive control 
is being gradually applied in its entirety to 
the various territories served by our 
subsidiary. 

The interchange of staff has been practised 
from the start, not only between the parent 
bank and the subsidiary, but also between 
the various sections of Barclays Bank DCO 
itself. Until recently this has mainly con- 
cerned the higher members of the staff, as 
Mr Goodenough envisaged, but the principle 
has now been extended so as to cover the 
temporary exchange between home and over- 
seas of selected men of less seniority, to give 
them a wider experience which will, we are 
confident, be most valuable to them and to 
the bank in their subsequent careers. 


I would also call the attention of stock- 
holders to Mr Goodenough’s reference to the 
distinction to be drawn between bank credit 
and permanent capital. The pure milk of this 
classical doctrine, as enunciated by him, has 
been somewhat watered in recent years, when 
the banks have been persuaded to provide a 
limited amount of what may be called semi- 
permanent capital for British industry by 
their financing of the Industrial and Com- 
mercial Finance Corporation, and also 
through their loans to the Finance Corpora- 
tion for Industry. 

This policy is justified provided that the 
amount of the investment remains moderate 
in relation to the capital and reserves of the 
banks concerned, as it is today, and insignifi- 
cant in relation to the total of their assets ; 
and in so far as these companies relieve the 
banks of proposals from their customers for 
credit fer which direct bank finance is not 
really appropriate, they perform a positive 
service to the banks themselves as well as to 
their customers. 


Following this example, Barclays Bank 
DCO itself set up in 1946 a small subsidiary, 
Barclays Overseas Development Corporation, 
to perform a similar service in the various 
territories in which the bank is represented, 
with the intention that it should operate 
mainly, though not exclusively, in those 
which are administered from London. This 
company has made a satisfactory if modest 
start, and it paid its maiden dividend in 1952. 


At one stage we provided it with finance 
on loan account to the extent of £3 million, 
and this loan, which was always intended to 
be temporary, has recently been paid off. 
The Corporation now has a capital and share 
premium account of £6 million, all provided 
by Barclays Bank DCO, and it has just raised 
an additional £1 million by an issue of 
unsecured loan stock which has been placed 
on the London market. 


The capital resources of the countries in 
which it operates are by no means sufficient 
for their development, and it is most desirable 
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that the public, not only in this count: 
in the creditor countries overseas, sho 
enabled to feel confidence in in, y 
capital in these territories, where the: .-. 
still surely countless opportunities fo: 
bining public benefit with private profi 
is our hope that our Development Co 
tion has already contributed someth 

the building up of this confidence, an 
continue to do so in the future. 


CONTINUED INCREASE IN PROSPER: 


In the business world in this cou: 
has been a year of great activity, though 
have, been no spectacular events, if we 
the recent revelation of the progress 
has been made since the war in the 
tion of the principles of atomic en 
peaceful uses; progress which may. 
that we can foresee today, be the fore 
of a second industrial revolution. 


We have seen no strokes of geni ’ 
governmental or other authorities in ho: 
affairs, but more controls have been r ‘d 
and industry and commerce have | er 
demonstrated their power to expand 
left alone. Even the most obstinat: r- 
bons must surely see that life in this ry 
has become more agreeable in the la W 
years, even if it is a little more expen: 


Some anxiety has been expressed i: it 
weeks about the possible recurrence o 
tion, of which there is always a dan; 
time of very full employment. Without 
doubt much of the expansion of the oly 
of money in the past year has been : d 
by higher production and by the inc: n 
our reserves of gold and dollars. T) 18 
in fact no economic barometer for th 
measurement of inflationary pressur¢ 


There are certain symptoms by) 
danger can be recognised, such a y 
prices, especially of raw materials and vle- 
sale goods ; shortages in the shops and vs 
in deliveries ; a rapid and continuous de‘er: 
oration in our balance of trade ; in | in 
excess of demand over supply in an) d 
With the important exception of the yur 
market and possibly of the Stock Exchange, 
it cannot be said at the moment that any of 
these dangerous symptoms is apparent, and 
even in the labour market the pressu: by 
no means uniform throughout the United 
Kingdom. 

There are certain places where the y 
still exceeds the demand, notably in N rn 
Ireland, where several subsidiary | es 
have already been set up by English Is- 
trialists with encouragement fro: e 
Government. There is, however, a general 
feeling that danger is not far below ¢! if 
face, and if this is a correct diagno he 
“good” budget which is so confidently /1t- 
cipated on all sides may prove after 0 
have been a mirage. 

The continued increase in our pro ) 
throughout last year was the more renirk- 
able in the face of a distinct recess of 
business turnover in the United S: if 
America, a phenomenon which migh e 
been expected to provoke serious re ns 
in this country. In fact we took it i our 
stride, even if no one can say quite how we 
managed it. In economic forecasting: '¢ 


only thing that seems certain is it: [- 
tainty. It is, I believe, all a questo: ol 
confidence, a delicate plant which cann:' % 
forced but which in favourable cond: ons 
flourishes like the proverbial green bay ‘ce, 
or one might say like weeds in a wet sun ct. 


GROWTH OF CONFIDENCE 
A growth of confidence seems to be ‘he 
only acceptable explanation of the © <"! 
favourable turn in the tide of the 51\:'"'55 
Movement, which would appear to <<"Y 
rather than confirm the recurrence o! nfla- 
tion. The full implications of the staos''s 
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iblished on this subject are not 
rehend at a glance. 


the student must be careful to 
ether or not a given total of new 
ies interest accrued. Secondly, 
ment in a given period may be 
ised deposits or to decreased 
Thirdly, in withdrawals it is 
to. 6ddistinguish capital from 
herefore deposits and with- 
t really be balanced against one 
when one has unravelled these 
is best one may, it is evident 
t year there has been a most 
inge in the habits of a section 
tion. 


which 
easy [ 


Ri rc 
ru 


of the change is, however, 
lerstand. At the beginning of 
en it became clearly marked, 
specially good news to cause 
‘ntiment. One can only say 
radually dawned on the man in 
hings were better ; that it was 
to put some money aside for 
that prices were no longer 
day but that, on the contrary, 
more durable household goods 
little cheaper. In fact, he had 
he injection of excessive infla- 
economy had ceased, although 
perhaps expressed his thoughts 
orm, 


: 
Ai 


simplified table, extracted 
ally published figures of 
vings, consisting of Savings 
Defence Bonds, Post Office and 
s Banks’ Deposits, shows the 
improvement which appears to 
lace during the past year. To 
iter than October would be 
1 account of the raising of the 
troduced at that time. 


Jan. 1, 1954, Jan. 1, 1953, 
to to 
Oct. 30,1954. Oct, 31, 1953. 
£’s million £’s million 
918.2 857.8 
885.0 916.5 


+ 33.2 — 58.7 








accrued interest. 
in unknown amount of interest 
> and Trustee Savings Banks’ 


seems to be that although 

in sentiment are related to 
n real values, their timing is 
before the event and often in- 
ter it. This was well illustrated 
e of events after the change of 
in this country in October, 
Stock Exchange prices continued 
everal months after the drain in 
reserves had been checked and 
1952, suddenly turned round 

i rise which has continued for 
irs without serious interruption. 


1enomena may puzzle the busi- 
it they do not alarm him because 
omed to them. They do, how- 
life rather difficult for those who 
tder our affairs according to a 


il and very satisfactory result of 
f rasa on of confidence and of business 
: Py s that there has been a long series 
; 5 reports from industrial companies 
: —s i many cases tangible benefits to 
snarel rs. Unhappily, this has produced 

urable reaction in certain quarters 
vould seem that logical thought has 
-. Pace to pathological prejudice, or 
aoe ae Clouded with philosophic doubts. 
veg those who are affected in these 





f Ways r ° . . 
: to na put aside any preconceived bias and 
: set ome CSFtain questions which I will 


’, who are the principal beneficiaries 


of an increased industrial dividend or other 
distribution ? Are they a small number of 
large individual investors who will pay tax 
at rates up to 19s. in the £ on the increase, 
or are they a multitude of men and women, 
individually by no means rich, who are in- 
vestors in their own right or through the 
medium of insurance companies, pension 
funds and other corporate bodies? Secondly, 
who is going to invest new money in indus- 
try, if he cannot expect to get a good return 
on it when times are good? He is bound to 
run the risk of getting a bad return, or none 
at all, when times are bad. Thirdly, when 
industrial wages have been increased on the 
average by 200 per cent, compared with 1938, 
and dividends by only 50 per cent (I am 
quoting the figures for 1953) has the time 
really arrived to regard any further increase 
in dividends as the signal for a “free for 
all” scramble for increased wages? 


PROFIT, DIVIDEND AND WAGE QUESTION 


The essential principle in regard to any 
comparison of wages with dividends is that 
the expenses of running the business, which 
include the payment of a fair wage to the 
employees, including the salaried staffs, who 
have hitherto done less well than the weekly 
wage-earners, have to be met in full out 
of the gross receipts before there is any- 
thing at all available for the proprietors. 


After that, in theory at least, everything 
that the tax-gatherer spares should go to the 
proprietors, either as dividend or as addition 
to the reserves, which are their property. 
What is a fair wage at any given time may 
be arguable, but this at least explains why, 
on the figures which I have given, wages 
moved proportionately so far ahead of divi- 
dends in the postwar era of inflated prices. 


This is not to say that the whole of any 
further surplus should in fact be paid over to 
the shareholders. It is likely that, for more 
reasons than one, the directors of a prosperous 
business will wish to make service in their 
company more attractive than service in a 
rival concern. Whatever form this may take, 
whether it be a fund to supplement the State 
pension, or some bright new paint in the 
works, it will cost money; but it may be 
expected to give rise to greater contentment 
and thus to produce ever greater prosperity. 

Therefore, the more prosperous a company 
is the better are the prospects for its 
employees. This proposition is, I believe, 
fully accepted by thé trade union movement 
in America. It is a great pity that in this 
country it seems to be quite widely held in 
certain quarters that profits are a regrettable, 
if not a positively wicked, by-product of 
business activity, and that to be successful 
is in sdme way antisocial. 

I contend that profits need no moral 
justification, and if my words should reach 
the eyes of any doubting Thomas or envious 
Casca, I hope they may serve to allay his 
doubts or abate his envy. 


PLOUGHING BACK 


There is another aspect of the same 
problem which has received some attention 
from the critics recently: rather more,- I 
think, than it deserves. They have been say- 
ing that industry is not ploughing back 
enough of its profits in the form of new 
machinery and equipment. 


This criticism has been regarded erro- 
neously as being synonymous with the 
accusation that industrial companies are 
increasing their dividends too freely, and 
some remarks made by the Chancellor of 
the Exchequer at a city dinner in the autumn 
of last year Bert to lend support to this 
proposition, Later the Chancellor in Parlia- 
ment corrected this misapprehension, making 
it clear that he had wished to refer to the 
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disposal, within the business, of that portion 
of the annual profit which is withheld from 
distribution and placed to reserve. 


What is the guiding principle on which 
directors should decide this question? I 
should say that, subject to any overriding 
need to pay for past extensions which have 
been financed on borrowed money, or in 
other ways to improve the liquidity of the 
business, they will ask themselves whether 
they are satisfied that the new machinery 
or equipment will make an adequate contri- 
bution to the company’s profits. If they 
are satisfied, they will proceed, but even then 
the proposition requires some qualification. 

When the register of unfilled vacancies is 
already expanding the emphasis should be 
on the saving of labour by the replacement 
of out-of-date machinery. If they are not 
satisfied that the project will be profitable, 
they will retain the additional reserve in 4a 
liquid or semi-liquid form, which may well 
be a short-dated Government security, against 
the day when they can see their way more 
clearly. 

In estimating the profitability of the new 
machinery, one of the most important 
elements is its depreciation, and the generous 
allowances introduced by the Chancellor in 
his last two Budgets have been a great 
encouragement to the renewal and modernisa- 
tion of industrial equipment. Allowances of 
this kind, apart from the heavy fine which is 
imposed on dividends in the form of the tax 
on distributed profits, are sufficient to 
encourage directors to take far-sighted views 
in the conduct of the company’s business, and 
are far more potent to this end than any 
amount of exhortation, however authoritative 
or eloquent. 

There is also the point of view of the 
shareholder to be considered. The profits 
all belong to him, as I have already pointed 
out, and if they were all distributed he might 
be expected to save and reinvest in industry 
part at any rate of the surplus, from which 
he would eventually draw an increased in- 
come. If this opportunity is to be denied 
to him (and let it be remembered that “ he” 
is very possibly an insurance company or a 
pension fund) he is entitled to complain if 
he does not receive in due course additions to 
his dividends at least sufficient to compensate 
him for the loss of the income which he 
would otherwise have received from his own 
investment of the surplus. 


POLITICAL UNITY IN WESTERN EUROPE 


I cannot conclude this review without a 
reference to the recent lightening of the 
clouds which have so long overhung the 
political atmosphere of Western Europe. 
Although the final acts of ratification are not 
yet complete, it would seem that, at the 
eleventh hour, the nations have at last been 
able to come into line in regard to their 
future relations with Western Germany, and 
so to avoid the risk, which was perhaps immi- 
nent, of the whole country achieving reunion 
under the exclusive protection of. Moscow. 


We may well feel proud that the agreement 
was due in large measure to the initiative of 
our “Foreign Secretary at, and before, the 
recent London Conference, and that we have 
resumed that moral leadership in the world, 
which is our undoubted destiny and very 
heavy responsibility. It is perhaps not too 
much to hope that having now acknowledged 
our responsibilities in regard to our neigh- 
bours across the Channel, we may find means 
of gradually leading them towards greater 
economic as well as political unity. 


It is an interesting paradox that, while the 
peoples of the Commonwealth and Empire 
become daily more conscious of their desire 
for independence, the independent peoples of 
Europe are becoming more conscious of their 
need for unity, even at the cost of sacrificing 


‘some of their national sovereignty. 
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WILLIAMS DEACON’S BANK LIMITED 


SATISFACTORY FINANCIAL RESULTS OF YEAR’S WORKING 


DEPOSIT FIGURE AGAIN A RECORD 


PERIOD OF MARKED ECONOMIC PROSPERITY 


RECENT PROGRESS LEAVES NO ROOM FOR COMPLACENCY 


SIR ERIC A. CARPENTER ON THE HIGH LEVEL OF ACTIVITY 








The anr meeting of Williams 
Deac B ited, will be held in 
Mlancheste hursday, February 10, 1955. 
rhe follow statement by the chajr- 
ma Sir | zarpenter, OBE, off the 


report and accounts for thé 


. ended 
December 31, 1954: 


year 

The froceedings at the annual general 
meeting will be restricted to the transaction 
of formal business and I propose to continue 
the practice of recent years in issuing a brief 
statement on the bank’s affairs in advance 
of the meeting. 

As from January 1, 1955, we elected Mr 
David F. Landale to the board and I offer 
him in your name a cordial welcome. His 
personal qualities and great experience will, 
I have no doubt, make him an invaluable 
colleague. 

ACCOUNTS 

I now turn to the accounts, from which 
you will see that deposits stand at 
147,667,137, an increase of £4,939,250 on 
t year’s record figure. They are some- 
what swollen by several large balances which 
ire expected to be of a temporary nature. 


las 


On the assets side, the liquid items, namely 
cash, money at call and discounts, amount 
in total to £46,293,613 or 31 per cent of our 
deposits. 


British Government securities stand at 
£49,035,158. Gilt edged prices increased 


steadily, as indeed did most other Stock Ex- 
change securities up to the early part of 
December, but there has since been a fall 
though the short dated securities which form 
the bulk of the investments of the clearing 
banks still stand at higher figures than they 
did a year ago. We have valued our British 
Government securities, in accordance with 
our invariable practice, at market price or 
less. 

Advances at £45,072,935 
of £7,248,806. 

Our net profit, after making the usual pro- 
visions (which include contributions to staff 
pension and widows’ and orphans’ funds 
ind appropriations to contingencies account) 
is £311,095 an increase of £19,564 on the 
year. With the balance brought forward of 


show an increase 


£181,523 this gives'a total of £492,618 to be 
dealt with. After transferring £150,000 to 
pension fund we propose to pay dividends at 
the rate of 14 per cent on the “A” shares 
and 124 per cent (the maximum) on the “ B” 
shares and to carry forward £187,071. I 
feel sure you will agree that these results 
are satisfactory. Although the rate of divi- 
dend for the whole year is the same as last 
year, the cost will be £13,750 greater because 
of the increase in the paid-up capital of 
£400,000 in September. This increase, 
which took the form of an issue of 400,000 
“B” shares of £1 each, fully paid, was 
accomplished by a transfer from the pub- 
lished reserve fund, which itself was increased 
by the transfer of £675,000 from inner 
reserves. The whole operation brings the 





ital and published reserves into more 
ropriate proportion to the assets employed 


hess. 


1e bys 
ring the year branches have been opened 
y, Newcastle-on-Tyne and Bourne- 
t the last-named place there is also 
branch, 





GENERAL REVIEW 


I now turn to more general matters. The 
year 1954 I regard as one for which we can 
be quietly grateful. In the early months the 
strength of the bonds which unite the Com- 
monwealth was never more warmly demon- 
strated than during the extensive tour of Her 
Majesty the Queen and the Duke of Edin- 
burgh. 

At the end of November the celebrations 
to mark the 80th birthday of our universally 
respected and beloved Prime Minister have 
given cause for a broad view of the 
momentous times through which he has lived 
and had so large a part in shaping. 


The war in Indo-China has stopped, the 
Trieste problem has at last been dealt with 
and settlements in Persia and in Egypt have 
contributed substantially to the tranquillity 
of the Near East. In the Queen’s Dominions, 
it is true we still have the troubles in Malaya 
and Kenya but these show some signs of 
diminishing. 


On the whole, therefore, the year has seen 
a distinct lessening of tension and the 
Government can claim a good deal of credit 
for the feeling of greater security which 
pervades the Western World following upon 
the London agreements. 


ECONOMIC SPHERE 


We have much to be thankful for in the 
economic sphere, though the burden of 
armaments remains with us. The year started 
with the Sydney Conference of Common- 
wealth Ministers, which adopted a cautious 
attitude in view of the possibility of an 
intensified recession in the United States. At 
the same time, the Randall Commission’s 
report in the US itself demonstrated that full 
convertibility was not going to be easily 
attainable. 


In April the Chancellor encouraged the 
country to continue with the progress already 
achieved in economic affairs, and in his 
Budget added an incentive to investment by 
granting a new investment allowance for 
income tax purposes on new agricultural and 
industrial buildings and on new plant and 
machinery. It will be appreciated that this 
new allowance is a real remission of taxa- 
tion as distinct from the earlier initial allow- 
ance which, although extremely welcome, was 
merely a deferment. 


Although exchange control is necessarily 
still with us, further controls have been 
abolished, and a great event of the year has 
been the end of food rationing, nine years 
after the end of the war. Production in these 


islands, has increased and we see 
in iron and steel production, in th ber 
of houses built, in exports and in co: cial 
activity generally, 


né rd 


There is, however, no room {i ym- 
placency. If we have done well in the export 
market our rivals have done better. Germany 
and Japan show bigger increases in their 
exports than we do, and the same applies to 
the United States. Indeed, the economic 


history of the United States during 1954 has 
been remarkable. The Federal Reserve policy 


of active ease, massively reinforced 


Aik 
immense public confidence, seems literally 
to have enabled the economy to ride, and in 
the end to reverse, what at one time looked 
like developing into an ominous recession 
In this connection also, it has been remark- 
able—and very different from 1949—that our 


economy in this country has been able no 
only to withstand the American recession but 
to flourish almost unabatedly through it 
This is really most stimulating and gives 
grounds for confidence and satisfactior 


Nevertheless, there is some weight in the 
view which has been put forward that our 
ability to remain unaffected by an American 
recession depends on a great many apparently 
unrelated factors. For example, it matters 
a great deal at what season of the year an 


American recession really begins 
because, of course, the sterling area trade with 
the dollar area is to a large degree seasonal 
and the demand for dollars is not uniform 
throughout the year. A second consideration 
is whether the recession on the other side 
is affecting severely those industries which 
import sterling area materials. 


CONVERTIBILITY 


The year has seen continued and stedy 


progress towards the ultimate goal of full 
convertibility for current sterling. Complete 
freedom to transfer capital as well as curreal 
earnings anywhere at any time, as was the 
case before the war, must, I fear, remain 4 
very distant objective. There have, however, 
been some administrative relaxations, includ- 
ing greater freedom for emigrants th- 
draw their capital, a gradual release of blocked 
sterling arising from legacies to persons im 
Canada and the United States, and, pert1ps 
more significant still, the provision he 
necessary exchange facilities to allow ot the 


re-opening of the Liverpool Cotton Marse! 
Moreover, investments by British con-eras 
of not inconsiderable sums have ° 





permitted in the Dollar Area, especii+ 
Canada, the London Gold Market re-opens 
in March and, most important of 44, Ue 
increased degree of freedom of transferable 
sterling, in itself, of course, a measure o% 
convertibility, has strengthened and con 
firmed the position of sterling—practicalls 
speaking—as the greatest internation: _ 
ing currency. As to the approach ‘o full 
convertibility for current sterling, there 2 
and must be dangers into which I need not 
enter. It is notable that of late months 
the pressure, particularly from the Continent 
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fos elerated speed of approach has 
a7 . . 

tended to die down. Indeed, this is a ques- 


tion for the solution of which both patience 
and ¢ ire alike necessary. 
1, onnection, the talks now going 
for the review of GATT are 
i} st importance. It is essential 
; relating to tariffs, quotas, sub- 
ther devices should be clearly 
nd agreed between the nations 
* con lity when it comes is to have a 
ha ing success, but the negotia- 
nplex and detailed and include 
problems as Japanese competi- 
t Japan is likely to be admitted 


to mer ship of GATT. 

The improvement in the gold and dollar 
reserves nued apace during the first six 
months of the year. This increase was 
achieved despite declining American aid. At 
the end of June the total amounted to £1,078 
million. Since then in spite of the payment 
of $99 million in respect of the EPU settle- 
ment, $112 million to the IMF for the 
repurchas of sterling and of adverse 
seasonal factors the reserves at the end of 
November still stood at £1,044 million. At 


the end of the year the annual instalments 


the United States and Canadian debts 


caused a reduction to £986 million. 
A very satisfactory feature of the monthly 
returns has been the surplus earned each 


month, with one exception, in the Sterling 
Area’s trade with Europe. It is true that 
these surpluses have been small, but none 


the less they have continued in spite of in- 
creased travel allowances and relaxations in 
our trade with Europe, and are due in large 
part to increased exports from this country. 

Whilst it is right that we should feel solid 
satisfaction at the course of the reserves 
durmg the year, it is as well to remember 
that they are even now considerably below 
the ¢ nt at the end of 1950, and that 
the margin for contingencies is still relatively 
nary It cannot be stressed too strongly 
thet these reserves constitute the reserve of 


Sterling Area. 
IMPORTS AND EXPORTS 


The figures of imports and exports have 
been distorted at the end of the year by 
the cock strike, and it will be some time 
the full effects of this and of the 
Pp repairers strike are known. 


For the first six months exports rose by 
ne / per cent in value over the correspond- 
ng period of 1953, a most satisfactory 
inclease under any circumstances though not, 
uioned above, as good as the figures 
r the same period of some of our com- 
petitors, notably Germany and Japan, and 
even the United States, which derived a 
stin irom the recession in their home 
Ket Even so, Our export performance 
as the principal factor in the highly satis- 
itcome of the balance of payments 
irst half year, when a rate of increase 
| million per annum was achieved. 
y, ¢xports to North America actually 
“ecined a little. In the third . quarter, 
*ports rose by only 4 per cent. Imports, 
‘crtunately, followed a reverse pattern, 
uy falling slightly in value, though not 
volume, in the first six months and rising 
ii per cent in value in the third quarter. 


The export experiences of individual 
text, |S varied greatly. Cotton and woollen 
dans barely maintained their position but 
aoa extiles, including rayon, showed an 
195) yesh all were still well below 

>t. Vehicles, on the other hand, broke 


new rec . 
iis h records, being nearly 9 per cent up, 
teemnfee ee 6 per cent up and other metal 


develnnamant 7 per cent up. An interesting 
cc was the increase in exports of 
the p_ = products by 12 per cent now that 
“* Bew refineries approach full production. 


PRODUCTION 


_ The increase in the total product of 
industry has been maintained at a rate nearly 
equal to that of 1953, when the figure was 
almost 7 per cent for the year. Once again 
coal production has hardly increased at all, 
though ontput has been maintained with 
fewer workers available. It is in the manu- 
facture of vehicles that the rate of increase 
has literally leapt ahead with a figure of 
13 per cent following last year’s somewhat 
smaller figure, and this was achieved with 
an increase in manpower of only 44 per cent. 
All the engineering and metal trades showed 
up well, giving a good return for the addi- 
tional workers they were able to attract. In 
textiles, too, the labour position improved 
slightly and production has increased though 
it 18 not yet back at the record figures of 1951, 
due to the special problems of competition 
in the export market. 


In building, despite the handicap of the 
weather, the number of houses completed has 
continued to rise without any increase of any 
moment in the manpower employed on them, 
Moreover the proportion of houses built for 
private owners which do not attract the heavy 
state subsidies granted to houses built for 
the local authorities has risen appreciably. 
Houses are a form of investment which give 
dividends in extra comfort but do not directly 
help in the battle for exports, and it may be 
that the time is approaching when they 
should not have quite the same high priority 
as investment in buildings and plant which 
directly affect our ability to compete in world 
trade. 


I cannot too strongly support the Chan- 
cellor in his appeals recently for more 
investment in industry, with its corollary 
of greater efficiency, and I am glad to note 
that industrialists generally have not been 
slow to respond. The closing months of the 
year have brought many announcements of 
big investment programmes, and the banks 
are playing their part in helping with the 
necessary finance where it is appropriate. 


COMPETITIVE POSITION 


The general picture, therefore, for this 
country is, with the exception of one or 
two industries, one of very marked pros- 
perity. The same could, I think, be fairly 
said, now that the United States is clearly 
emerging from its recession, of the trading 
world generally. From all quarters of the 
globe the same reports of greater productivity 
are heard, and there seems no doubt that 
much of this derives from a rise in the 
standard of living in great and hitherto, rela- 
tively speaking, economically undeveloped 
areas. It could well be argued that the im- 
mediate future holds the prospect of a very 
considerable increase in the volume of world 
rade from which this country could hardly 
fail to benefit. 


Nevertheless, what I said above about our 
competitors, notably Germany and Japan, 
should be borne well in mind. We should 
not let this present progress in what may 
prove to be a very favourable economic 
climate blind us to our true competitive posi- 
tion. Neither Germany nor the United 
States, nor any other trading community, 
except possibly Japan, has to suffer the 
burden of taxation which we in this country 
have to endure, and however much one wel- 
comes the recent investment allowance, the 
time has surely come when comman pru- 
dence as well as common sense suggests the 
lightening of taxation upon individuals. The 
figure at which surtax starts to be imposed, 
namely, £2,000 per annum, is certainly too 
low. The Index of Retail Prices shows us 
that £855 in 1938 had the same spending 
power as £2,000 today. If that be so, it 
seems an extraordinarily modest figure at 


321 


which to limit the earned income allowance, 
and to commence te impose heavy, progres- 
sive, additional taxation. It is much to be 
hoped that the Chancellor will give con- 
sideration to this point. In this country, 
mercifully, we are able to count upen the 
strong sense of loyalty which exists in the 
Public Service, in semi-public institutions 
and throughout industry. Nevertheless, one 
cannot quite see how this high standard can 
be indefinitely maintained .with a level of 
taxation so destructive of incentive. 





INDUSTRY 


Shipowners face the New Year in a much 
more cheerful frame of mind. Tramp ship- 
ping freights, time charter rates and tanker 
rates have been rising steeply in the last 
quarter of the year from the unremunerative 
level at which they stood in the middle of 
the year. Good profits can now be earned 
even by older ships, and, as a result of 
rising freight rates, the value of second-hand 
ships has risen steeply. 


The cost of new tonnage continues to 
mount, and the 20 per cent investment allow- 
ance for new ships is especially welcome to 
shipowners. 


Shipbuilders are now facing severe com- 
petition from the Continent, and close co- 
operation between workers and management 
will be needed if they are to surmount it 
when the present arrears of orders have been 
completed. 


The weather has made 1954 an almost 
disastrous year for agriculture. Although the 
wheat crop has been practically as large as 
in the previous year, a larger acreage was 
planted and the quality of much of the crop 
is very poor. Coarse grain crops were much 
lower than the drop in area planted, and 
potatoes were particularly affected. 


The net result is that the farmer’s income 
has dropped slightly in 1954; but, although 
prices and production have been de- 
controlled, he still has a measure of pro- 
tection to his price-level in the form of 
various subsidies. 


It is generally agreed that maximum pro- 
duction is essential in agriculture for strategic 
reasons as well as for the effect on the 
balance of payments, and the only question 
is whether present arrangements give the 
best results both to the farmer and to the 
taxpayer. 

The output of both steel and pig iron is 
yet again a record as the large amounts of 
capital put into the industry in the years 
since the war come to fruition, and it -is 
expected that the steel target of 18,500,000 
tons will be achieved, another increase of 
nearly a million tons on the previous year. 
Even so, the engineering and building indus- 
tries have been able to absorb it all, and 
shortages have reappeared in some places, 
particularly of steel sheet, so much in 
demand by the motor vehicle industry. 
Further expansion of productive capacity is 
planned for the next few years, and the 
industry meeds no _ exhortation from the 
Chancellor to invest capital for greater and 
more efficient output. 


A new development has been the closer 
touch established with the continental Coal 
and Steel Pool. 


The coal mining industry shows only a 
negligible rise in productivity. Manpower, 
both in numbers on the books and in effec- 
tive employment, has again declined during 
the year, but output per shift is a little better 
and there has been a small drop in 
absenteeism. 


The cotton trade has had a difficult year 
and is much concerned about competition, 
especially that from India and Japan. Japan 
increased her cotton exports in the first nine 
months by nearly 50 pez cent, and of the total 
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some 40 per cent went to the sterling area 
but only 19 per cent to the dollar area. 


Indian exports to this country increased 
by several times in the same period, and 
although they are a help to our finishing 
trades the fact that they come in free of duty 
and without conditicns enables them to com- 
pete directly in the home market. 


Nevertheless yarn production in this 
country is nearly up to the best since the 
war, 


_ The Liverpool Cotton Market . reopened 
in May, since when trade in the raw material 
has been gradually returning to private 
hands. 


BANK’S EXPANDED ACTIVITIES 


You will not be surprised to learn that as 
the year came to a close we received favour- 
able reports from nearly all areas where the 
bank operates indicating a continued high 
level of activity, and this was particularly so 
from those districts concerned in the various 
branches of the engineering industry, and 
with iron and steel manufacture. So far as 
the bank itself is concerned, I am pleased 
to say that there has been a most satisfactory 
expansion in our connections and in our 
activities, including those areas where we 
have opened new branches. Both our 
foreign and trustee departments have been 
very active. 

I should like to take the opportunity in 
conclusion of expressing on behalf of myself 
and of every member of the board, to Mr 
King, the general manager, to the assistant 
general managers, and to all members of the 
bank’s staff throughout the service, our best 
thanks for their devoted labours during the 
year and our sincere appreciation of their 
enthusiasm and their efficiency. 


APEX (TRINIDAD) 
OILFIELDS LIMITED 


MR MALCOLM MACLACHLAN’S 
SPEECH 


The thirty-fifth annual general meeting of 
Apex (Trinidad) Oilfields Limited was held 
on January 20th in London. 


Mr Malcolm Maclachlan, chairman and 
joint managing director, submitting the 
accounts for the year ended September 30, 
1954, said that the net profit for the year was 
£631,000. The directors recommended a 
final dividend of 1s, 3d. free of income tax 
per 5s. unit of stock, making a total divi- 
dend equivalent to Is. 6d. free of income 
tax per unit of stock on the issued capital 
of £1,100,000. The production for the year 
amounted to 3,007,000 barrels of crude 
oil and 4,085,000 gallons of casinghead gaso- 
lene. The company’s total production of 
oil since it commenced operations passed the 
figure of 100 million barrels. During the 
year 97,204 feet were drilled. 


The cost of the company’s deep drilling 
had been extremely high both in terms of 
money and of drilling time: the results to 
date underlined the formidable task involved 
in the search for deep oil reservoirs in Trini- 
dad, on which the industry during the past 
nine years had spent over 50 million dollars. 
In the circumstances it was satisfactory that 
the company had been able to build up a 
strong financial position, and the need to 
maintain it would be readily understood, 


There was some increase during the year 
both in the production and in the price the 
company received for it, which was on a 
basis related to United States prices ; how- 
ever, the greater part of these benefits was 
absorbed by increased costs. The report and 
accounts were adopted. 


ANSELLS BREWERY, LIMITED 


INCREASED SALES, OUTPUT AND PROFITS 
MR A. E, WILEY’S REVIEW 


The fifty-fourth annual general meeting of 
Ansells Brewery, Limited, was held on 
January 18th at Birmingham, Mr A. E. Wiley, 
chairman and joint managing director, 
presiding. 

The chairman, in the course of his speech, 
said: It is a very pleasant duty for me to 
submit to you, on behalf of your board, the 
report and statement of accounts for the 
trading year ended September 26, 1954. 
Although it has again been a period full of 
continued difficulties and rising costs, your 
company has, by increasing its sales and 
output, been able to show a year of expansion 
and increased profits. 

The group trading profit, amounting to 
£2,248,845, is an increase of £308,815 over 
the previous year. This has been achieved 
because of the continued popularity of your 
company’s products, modernisation of plant, 
and careful management. 


TAXATION BURDEN 


I must call attention to the necessity of 
some relief from the penal taxation to which 
this industry is subjected, by an allowance 
being given for depreciation of buildings 
similar to that allowed to manufacturing and 
industrial concerns ; I mean a “ depreciation 
of buildings” allowance should apply to 
hotels, licensed premises, and other retail 
establishments, and I hope that the Chan- 
cellor will give this matter full consideration. 


Other items of expense, to which your 
attention should be directed, are an increase 
of £13,126 for depreciation, £21,153 deben- 
ture interest (this, of course, being the first 
full year covering the 5 per cent second 
debenture stock), and taxation an increase of 
£170,593 


The net profit for the year is £711,383, 
which is an increase of £102,541 over the 
previous year. You will note that there is a 
disposal balance of £ 1,033,514. 


BUILDING OPERATIONS 


In November the Ministry of Works can- 
celled all restrictive orders on buildings, 
which means, of course, that we may now 
commence building new properties where we 
have held grants for some years. It is 
impossible to tackle all these grants imme- 
diately, but building operations will be 
commenced where the demand is greatest. 
The licensing justices will naturally expect 
us to fulfil our obligations as soon as pos- 
sible, but this can only be done as circum- 
stances permit, and subject to the necessary 
labour and materials being available. 


Owing to the high building costs we shall 
have to modify the design of our “ New 
Houses,” but we will endeavour to give both 
comfort and service as in the past, cutting 
down the cost of building wherever possible. 
This is a matter to which we will give our 
careful consideration, so that we shall be able 
to offer full service to the public, and meet 
the requirements of the Town and Country 
Planning Authorities. Where there is the 
demand, facilities will be given to catering 
according to the district requirements. 

I am pleased to say that considerable pro- 
gress has been made in remodelling the 
brewery and bottling stores. 


With reference to your subsidiary com- 
panies, it is with great pleasure that I am 
able to report that the purchases made duri 
the last few years have been fully justi 
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During the last few years our wine and 
spirit department has made considerab!~ pro- 
gress and it is gratifying to report tha: the 


profit from this department is incr: 
year by year, which speaks well {: 
quality of our wines and spirits, and th 
agement of the department. 


REDEVELOPMENT PROGRAM 


During the past year we have do 
best to cooperate with the ap; 
authorities in the licensing planning 
Birmingham and Coventry, where w: 
large number of licensed premises, | 
assisting in their schemes for redeve': 
and slum clearance, and by providi: 
public with licensing facilities on new 
ing estates, In Coventry, a su! 
measure of agreement has been achic\ 
with the lifting of building restrictions. 
ing operations should soon commenc: 


In Birmingham the implications 
licensed trade of the Corporation’s 


redevelopment programme are far-reachi: 
and as the Corporation is naturally concern 
about the cost of these schemes to the publi 


sO your company, anxious though it 
assist in any scheme that will bene’ 


public, naturally has to watch the compe: 
sation to be paid for those licensed premis 


which the Corporation has to acquir 


enormous present-day cost of rebuildin 


whether on the redevelopment areas | 
selves or on new housing estates, mu 
figure largely in our plans. 


MR WALTER SCOTT’S SPEECH 


Mr Walter Scott, JP (deputy ch 
and joint managing director), in the 
of his speech, said: From the stat 
finances, coupled with the further 
tion given by the chairman, there « 
doubt that we have experienced a | 
cessful year’s trading resulting in an 
record. 


Much of this is based on our 
turnover, and I am pleased to rep 
both the draught and bottled beer s 
increased, especially those of our fre: 
customers. This latter fact is part 
gratifying as it proves that our efforts | 
duce the best possible produc 
recognised and appreciated. 

We have had difficulty in coping 
extra demand for bottled beers and s! 
so much because of the larger quant 
into bottle, but from the demand f{o: 
pint size against the larger sizes. ‘[h: 
stout “ Newcrest ” is still forging ahe 
very satisfactory manner. 


We are fortunate that most of our ‘ 


is in busy industrial areas, but even so 
are many who would relish to indulge 
taste for the national beverage but w) 
debarred on account of the price ; so 
country as a whole, beer production !s 
ally but surely declining, due to the ex- 


taxation of around 8d. per pint. Incident ily, 


we collected and paid during the past ) 
beer duty and taxes direct to the © 
nearly 104 million pounds. 

Taking all factors into considerat: 
should venture the opinion that ne*' 
we may be able to maintain, if 
improve, our present position—at lc: 
have made a good start. 

The report 


the year was approved. 


was adopted and a final 1’ 
dend of 12 per cent, making 19 per cen! 
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MARTINS BANK LIMITED 


STATEMENT BY THE CHAIRMAN MR A. HAROLD BIBBY, DSO, DL 


PROSPERITY DEMANDS EXPORTS AT THE RIGHT PRICE 


Th hundred and twenty-fourth annual 
gener ting of members of Martins Bank 
Limited will be held at Head Office, Liver- 
pool, « bruary 8th. In his statement cir- 
culate members, the chairman, Mr A. 
Harold Bibby, DSO, DL, writes: 

Phe its for the year have again been 
satisf our net profit at £918,477 being 
£98,5 cher than a year ago. In accor- 


dance the forecast in my annual report 
in J: last, the interim dividend paid 
in Ju is raised to 8} per cent, less 
incor <, and it is now proposed to pay 
82 pe t, less income tax, as a final divi- 
dend 1¢ total dividend of 174 per cent 
for r is the same as for the previous 


¥ tions from published profits, after 
provid for the dividend, are £150,000 to 
ese! d, £100,000 to staff superannua- 
nd £200,000 to premises redemp- 
tior larger appropriation to premises 
ede is called for owing to increased 
p penditure on our branch offices 
gene id the bank’s continued policy of 


I nce sheet reveals total assets at 
(363 40 against £359,885,065 last year, 
the in se being mainly accounted for by 
the r 1 engagements on account of custo- 
3,415,764 due to greater business 


ers funds and other accounts at 
237 are slightly higher than a year 
reased advances to public utilities 
ry and trade generally have brought 
tota es up to £95,391,176 which com- 
pare £83,248,241. On the other hand 
ts at £109,074,314 are lower than 
= year when they stood at 

+980. 


A gh there has been a reduction in 
the egate liquid resources which are 
4,10! 258 (1953—£114,441,224) a sound 
hg siuon is again maintained, the ratio 
resources to deposits being 33.15 per 
cen npared with 34.60 per cent. 


to record with deep regret the death 
( 1el James Walker, DSO, TD, DL, in 

‘Tr. He became a member of the 
Let oard in 1921, of which he was later 
cl in and from 1939 he also served as 
a or on the general board. His know- 
edge of the wool trade was of inestimable 
val o the bank and he will be greatly 


have suffered a very real loss by the 

tion of Mr R. H. Thornton on ‘is 

ent from business in Liverpool. His 

Wuics, accurate, and forthright reactions to 

‘ » ‘uation were of the greatest value. This 

= s as also his delightful and stimulating 
ps Lality, 


Jvring the year we welcomed to the 
general board Mr. Arnet Robinson, who 
r to our deliberations his outstanding 
ence in all maritime matters. Amongst 
wide interests, he is managing director 
vast Lines Limited and chairman of the 
“crsey Docks and Harbour Board. I am 
aiso Pleased to record that Mr D. H. C 
Poxes, MBE, joined the general board in 
ccember. His valued counsel has been 
ilable to the Leeds district board, of which 
;, |S now chairman, for'a number of years. 
_ 38 Vice-president of the Halifax Building 
Souety. Both appointments will require con- 
‘ation at the annual meeting. 


Our thanks are again, as always, due to 
our staff, from the chief general manager to 
the latest recruit, for their loyal and devoted 
service, which is gratefully and appreciatively 
acknowledged. 

With our continued expansion, promotion 
and vacancies hold out a bright prospect to 
all who have the ability and determination 
to seize the opportunities that lie open to 
them,:and it is our endeavour to give every 
encouragement to those who wish to fit them- 
selves for the higher positions. We are 
delighted and gratified that so many are 
taking full advantage of the facilities 
available. 


STEPS TOWARDS ECONOMIC FREEDOM 


Step by step we are moving towards 
economic freedom. Each time a commodity 
is released from bureaucratic. control, either 
in this country or abroad, it is another stride 
towards the goal we all wish to reach. The 
Government is to be congratulated on the 
many moves they have taken in the year 
under review and particularly in ensuring 
that each step forward was on to firm and 
solid ground, 


The clouds of restrictions, controls and 
unbalanced economies are slowly dispersing 
or showing signs of disappearing. 

We all hope that the full convertibility of 
sterling will shine through in the not too 
distant future, but this must come gradually 
and only when sterling has gathered suffi- 
cient strength to withstand all the stresses 
and strains inherent in freed international 
trading. 

Martins Bank can take their full share of 
credit for the support that has been given 
in the restoration of the cotton and grain 
markets and, more recently, in the setting up 
of the Fatstock Marketing Corporation with 
all the difficulties of widely dispersed control 
and the short time that was available to bring 
into being a complex organisation. 


After repayment of the balance of debt to 
the International Monetary Fund there re- 
mained a satisfactory net increase in the gold 
and dollar reserves at the close of last year, 
which is just one further indication of the 
greater strength of sterling. 


The optimistic official utterances of the 
Chancellor of the Exchequer and of others 
speaking with authority encourage the hope 
that there will be some substantial relief in 
the present burden of taxation. 


The country is earning more, spending 
more and saving more than for years past ; 
production is running at a high level and 
there are more people employed than ever 
before. With all this, inflation is at present 
under reasonable control, so all the omens 
are favourable for the Chancellor, in his next 
budget, to restore the incentives that would 
carry the country to an even higher level of 


prosperity. 


OUR STANDARDS OF LIVING 


So much has been said and written on the 
need for exports that the man in the street 
now appreciates that, unless we export suffi- 
cient to pay for the food and raw materials 
that we must import, we shall be reduced 
to starvation or semi-starvation and that our 
workshops will close for want of cotton, 


rubber and the thousand-and-one things we 
cannot produce in these islands. 


If this should happeh, even in a modified 
degree, all our brave talk about maintaining 
and increasing our standards of living would 
go to the winds. 


It is also appreciated by nearly every sec- 
tion of the community that, the sellers’ 
market having disappeared and our com- 
petitors, especially Germany and Japan, get- 
ting back into production, we have to 
produce what our customers require both 
as regards quality and also as regards 
price. 


There is no question that we can produce 
goods of the highest quality so it is mainly 
in the price and prompt delivery aspects that 
we find ourselves in difficulties, with the risk 
of forcing our would-be customers to buy 
elsewhere which would result in our exports 
dropping and our standards of living with 
them. It is no use our complaining that 
Japanese standards of living are much 
lower than ours or that the Germans not 
only work longer hours but work harder than 
we do. 


Our potential buyer in darkest Africa is 
not in the least interested in our standards 
of living, how many cigarettes we smoke, 
whether we have a television set or not, any 
more than the average worker here is 
mterested in what the customer abroad thinks 
he should be able to afford. 


We buy in the cheapest markets and we 
cannot deny the same right to others. So 
it comes down to the simple alternative of 
producing at the right price or lowering our 
own standards of living. 


There are obviously two parties to all 
trade—the buyer and the seller—the buyer 
must have the wherewithal to pay for his 
purchases and this is where, thoughts so often 
get confused by what is termed “ the balance 
of payments,” that economic wilderness 
where so many lose their way. 


Trade is fundamentally barter to which 
the refinements of currency and the settling 
of differences by gold have been added, to 
the great convenience of all concerned. 


If every country were willing and able to 
trade with the rest of the world, the limitation 
of how much each could buy would be settled 
ultimately by how much that country could 
sell to others. 


Naturally, and rightly, everyone wishes to 
see his own country’s standards of living rise 
but this can only be brought about by doing 
more trade, by selling more and buying more. 
If we and other countries wish to sell more, 
for example, to Japan, we collectively must 
buy more from Japan as, otherwise, she can- 
not have the wherewithal to pay us and this 
applies universally. Fortunately for us, we 
are members of our great Commonwealth and 
the bankers to the sterling area which, to a 
degree, simplifies our particular problem but 
even within the Commonwealth no one mem- 
ber can continue for long buying more than 
it can sell. The import restrictions into 
Australia, imposed some three years ago, 
demonstrated this, if a demonstration was 
required. 


So we come back a full circle, to raise: or 
even maintain our present standards of 
living each one of us, be it the individual 
unit, the family unit, or the business unit 
must collectively produce in value at least ‘as 
much as we consume unless we can find 
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someone willing and able to support us on a 
charitable basis. 


Our standards of living are not regulated 
by what we would like them to be or what 
we think they should be, or even by the 
standards enjoyed by others, but solely on 
what our own labours earn in the interna- 
tional market. 


Those engaged in the export trade are the 
first to feel the impact when we are unable 
to sell our products abroad, but those engaged 
in the so-called sheltered industries are 
equally responsible and later affected as the 
cost of their services forms part of the price 
of our export products. 


STRONG TRADE UNIONS WELCOME 


All this is sincerely understood by most of 
our trade union leaders but only the more 
far-seeing and courageous seriously try to 
drive it home to their rank and file mem- 
bers, hence the misunderstandings. which 


are so largely responsible for industrial 
unrest. 


Today every employer welcomes a strong 
trade union just as every trade union 
must welcome an association of employers 
with whom they can discuss their prob- 
lems and usually ‘come to a satisfactory 
settlement. 


For this sensible way of settling difficulties, 
it is essential that both parties are determined 
and capable of seeing that the arrangement 
arrived at is carried out, otherwise the whole 
negotiations become a farce, fall into dis- 
repute and ultimate disuse. 


The unofficial strike is the worst enemy 
of the employee and employer alike. The 
unions have their constitutionally elected 
representatives who are authorised to nego- 


tiate on behalf of their members. The 
very foundation of collective bargaining 
crumbles when agreements freely negotiated 
by them are repudiated and a _ splinter 
union within the union tries to usurp their 
authority. 


This is damaging to the unions themselves 
and leaves the employers with a very real 
doubt as to whether the agreements are worth 
negotiating if they will not be honoured by 
both parties. 


The fault lies largely in the fact that so 
many trade unionists will not take the 
trouble to attend their branch meetings, leav- 
ing the field clear for the agitator and his 
fellow travellers. 


INTERESTS OF EMPLOYEE AND EMPLOYER 
ARE ONE 


The interests of the employee and 
employer are one; both depend on making 
their industry prosperous to enable good 
pay packets to be earned, to make profits 
which will enable good dividends to attract 
fresh capital to the enterprise and to put 
aside sufficient reserves to ensure the replace- 
ment of worn-out machinery. 


It would be more understandable if em- 
ployees tabled complaints, should these three 
requirements not be fulfilled, on the grounds 
that the management, their fellow workers, 
or both, were not giving of their best. The 
more common practice of making excessive 
demands or resisting the introduction of 
modern machinery and methods can only 
result in pricing the products of their labour 
out of the international market. 


If only these recognised truths could be 
brought home and acted on, an ever-rising 


degree of prosperity for all would be within 
reach. 
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S BANK 


| LIMITED 


Capital paid up 


LONDON DISTRICT OFFICE : 


STATEMENT OF ACCOUNTS, 3ist December, 1954 
LIABILITIES 





£363,655,940 


68 LOMBARD STREET, E.C.3 


£4,315,096 
Reserve Funds : ah ail oa lh cn a silk 6,150,000 
| Current, deposit and other accounts (including Profit and Loss Account) 331,162,427 
Acceptances and engagements on account of customers 22,028,417 
£363,655,940 
ASSETS 
Cash in hand and at Bank of England bs se a ia oi es £28,606,517 
Balances with, and cheques in course of collection on, other banks in the British 
i Isles ... sei ae 9 dai wie die 21,566,747 
Money at call and at short notice ... 28,181,000 
} Balances with banks abroad 974,363 
| Treasury Bills ... 47,150,000 
Bilis discounted 5,820,741 
| Investments + a eo pes 109,074,314 
Advances to customers and other accounts i ‘ins di ai se sas 95,391,176 
Martins Bank Executor and Trustee Company (Channel Islands) Limited... and 100,000 
i Trade Investments a vai aed 641,426 
Bank Premises Be et gee pea pet dea 4,121,239 
| Liability of customers for acceptances and engagements 22,028,417 


HEAD OFFICE: WATER 





STREET, LIVERPOOL, 2 
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THE CHARTERHOUS! 
GROUP 


OPPORTUNITIES FOR SMALL 
COMPANIES 


The thirtieth annual general meeting of 
The Charterhouse Investment Trust Limired 
will be held on February 9th in London 


The following is an extract from the review 
of the chairman, Mr H. Nutcombe Hume. 
CBE, MC, which has also been sent to share- 
holders of Charterhouse Industrial Develop- 
ment Company Limited : 


The outstanding event for the Develop- 
ment Company during last year was the 
acquisition of the share capital of S. Japhe: & 
Company Limited, merchant bankers. This 
purchase was made on terms which your 
directors consider satisfactory. Japhets have 
now become part of the permanent structure 
of the Charterhouse Group and will greatly 
enlarge the range of financial services it js 
able to offer. 


Mr Nutcombe Hume continued: Stock 
Exchange markets, and to a lesser extent 
industry, are experiencing almost boom con- 
ditions and attempts are often made to draw 
an analogy between the conditions of today 
and those of the inter-war years when slumps 
and booms alternated. On the other hand, 
it has been suggested that a formula has 
been found for maintaining a constant state 
of prosperity and full employment. The 
truth probably lies between these two: 
experience gained after the first war is being 
used to good advantage and agencies having 
huge resources at their command are helping 
to increase the demand for our exports by 
developing the enormous consuming power 
of the great numbers of people in less 
developed countries. Conversely attempts by 
sectional interests to exploit full employment 
can only lead to a reversal of the present 
trend and to our products being priced out 
of export markets. 


THE NEED OF PRUDENT INVESTORS 


Many chairmen’s speeches refer to the 
rise of competition, the continuance of rising 
costs and the difficulty of maintaining prot! 
For this reason prudent investors demand a 
wide margin between company earnings and 
the amount distributed in dividends ; and 
we apply the same principle in the case ol 
ordinary shares in both public and private 
companies held in our Group. In the case 
of investment companies, the necessity for 
so wide a margin between profits and divi- 
dend does not of course arise, provided 





always that the income is derived from 
investments of the type I have just men- 
tioned. In this connection, it is noteworthy 
that investments having a total book value 


of £2,603,865 held by the Development (om 
pany, ie. the holdings in Charterhouse 
Finance Corporation, Japhets, Charterhouse 
Australia and Charterhouse Canada paic no 
dividend to their parent in respect of last 
year, although in the aggregate these com- 
panies earned substantial profits. 


The question is often asked if this is ‘ie 
day of the big corporation and whether 
smaller companies will gradually be ¢!m- 
nated by them ; and my reply from practical 
experience is an emphatic “No.” ‘There 1s 
plenty of room for the smaller business, 2nd 
there are now and always will be many 
examples of small concerns growing into big 
ones. For many years taxation has seriously 
handicapped growth out of retained proilts, 
but the advent of ——- like the 
Charterhouse Industrial Development Com- 
pany has helped to solve this difficulty, and 
provided always there is good management 
all other obstacles can be overcome. 
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NATIONAL PROVINCIAL BANK LIMITED 


COUNTRY’S GREATER PROSPERITY 


ENCOURAGEMENT TO INDUSTRY ESSENTIAL FOR FUTURE SUCCESS 


DISTURBING INFLATIONARY FEATURES OF PRESENT ECONOMY 


MR D. J. ROBARTS ON PROGRESS TOWARDS STERLING CONVERTIBILITY 


The one hundred and twenty-second 
val general metting of National Pro- 
jal Bank Limited will be held on Febru- 


sue 


ann 
vin 


ery 10th at the head office, 15, Bishopsgate, 
London, E.C.2. 

The following is the statement by the 
chairman (David John Robarts, Esq.) which 
has been circulated with the report and 


accounts for the year ended December 31, 
1954: 

Board of Directors.—We have to record 
with great sorrow the déath in November 
last of Lord Colgtain. 


Lord Colgrain was elected to the board 


of the Bank in 1903 and he occupied the 
chair from 1933 until 1946. He was also 
chairman of the committee of London Clear- 
ing Bankers from 1938 until 1946. During 
this long period he rendered great service 
10 British banking as a whole, and his work 
for the National Provincial Bank will always 


be remembered with the deepest gratitude. 
Le 


He was regarded with high respect and 
affection by everyone who knew him. 

In July last year we were glad to welcome 
to the board Mr Edward Raymond Courage, 
a director of the old-established business of 


Courage and Company, Limited. 

_ We offer our congratulations to our col- 
eagues, Sir William Fraser, CBE, upon 
whom Her Majesty has been pleased to 
confer a barony, and Sir Ivan Stedeford who 
s received the honour of a Knight Com- 
mander of the British Empire. We also 
congratulate Mr Edward Walters Senior, a 
iocal director for Sheffield, who has been 
made a Commander of the Order of St. 
Michael and St. George. 


We have to record with regret the retire- 


ment of Mr Ernest de Garis, OBE, and Sir , 


Victor Gosselin Carey, local directors for 
Guernsey, who have served for very many 
years in that capacity. Mr John Herbert 
rarmer and Mr Frank Wall Poat have been 


appointed local directors for Guernsey. 
Coutts and Company.— The balance 
sheet of Coutts and Company as at Decem- 


€r 31st last accompanies our own report and 


aCCOuNn 


Lloyds and = National Provincial 
foreign Bank, Limited.—During the year 
agreed to sell our half interest in Lloyds 

National Provincial Foreign Bank 
uted to Lloyds Bank Limited, who in 
- will become the sole proprietors 
lal Dank, 

Jirectors both of Lloyds Bank Limited 
"c of your bank feel that the substitution 

So’e tor joint ownership will carry advan- 

vhich will justify this change. 


STATEMENT OF ACCOUNTS 


balance sheet and accounts of the 

nX together with the directors’ report are 
re vou. ’ 

Te 

Al 


vill be seen that the liabilities of the 


, nk tO its Current, deposit and other account 


have risen during the year by 


639,900,648 to £909,324,410. 


*ne total of our most liquid assets—cash, 


money lent at call and short notice, and bills 
——now represents 37.2 per cent of our deposit 
liabilities. This compares with 39.5 per cent 
twelve months ago. 

Investments in securities of, or guaranteed 
by, the British Government are shown, as is 
our usual practice, at a figure which under- 
states their market value. The balance sheet 
value of £280,502,121 gives a ratio of 30.8 
per cent to deposits, as against 28.5 per cent 
last year. 

In contrast to the experience of the two 
preceding years, our advances to customers 
and other accounts have expanded and stand 
in the balance sheet at a figure of 
£249,883,378, that is 27.5 per cent of our 
deposits. The corresponding figures last 
year were £244,187,325, or 28.1 per cent of 
the then total deposits. Full provision has 
been made for all accounts where there may 
be any risk of loss to the Bank. 

This increase in our advances is broadly 
based and arises from the high level of indus- 
trial and commercial activity at present pre- 
vailing throughout the country. In this 
connection it is perhaps permissible to 
emphasise the vitally important part played 
by the banks in meeting the financial re- 
quirements of industry. In its lending, this 
bank continues to be closely associated with 
the basic industries of the country and, 
indeed, with all its leading industries. The 
facilities we make available are an important 
factor in the export trade and in agriculture. 
We are also helping to finance the new 
building in the City and in Greater London, 
as well as in other cities and towns, including 
the development of the new towns and their 
industries. 


PROFIT AND LOSS ACCOUNT 


The account shows a net profit for the year 
of £1,827,044, compared with £1,765,768 for 
1953. 


Together with the amount brought in of 
£815,909, there is a balance for disposal of 
£2,642,953. An interim dividend of 8} per 
cent has been paid, taking £443,163, leaving 
available £2,199,790. 


It is now proposed to deal with this balance 
as follows : 


To pay a final dividend of 9} per 
i i aloes ichedekebataaeen £495,299 


To appropriate to reserve funds £1,000,000 


This will leave to be carried ; 
SPONGE Sos ccnnne todecadens canons £704,491 


The proposed final dividend of 9} per cent 
makes, with the interim dividend of 8} per 
cent paid in July last, a total dividend of 
18 per cent in respect of the year 1954. 


These payments restore the rate of dividend 
to that paid during the years 1925 to 1930. 


It is the intention of the directors, in the 
absence of unusual circumstances, to declare 
an interim dividend in July, 1955, at the rate 
of 9 per cent. 


These satisfactory results have been 
achieved by the hard work and skill of the 
management and staff throughout the bank. 
We have an asset of immense value in the 


fine spirit of our statf which makes possible 
the maintenance of a high standard of service 
to our Customers up and down the country. 


I am pleased to say that a most happy 
relationship exists between the board and the 
staff association, and no effort will be spared 
to preserve the friendly atmosphere in which 
our meetings and negotiations are conducted. 


The complexities of modern life bring many 
of our customers to our managers for advice 
upon a large variety of business problems. 
Therefore, a bank manager needs to have 
a wide knowledge of the various industries, 
trades and other activities of his customers 
so that his counsel may be relied upon as 
being that of a sound and well-informed 
man. In this way bonds of mutual respect 
are forged between the bank and its cus- 
tomers. It is clear that recruitment and 
training of the men who will be our 
managers in the future, when great changes 
may take place in the organisation of bank- 
ing, is of the highest importance, and we 
continue to give earnest attention to this 
aspect of our business. 


FUTURE STAFF DEVELOPMENTS 


It seems likely that the development of 
electronic bookkeeping will evolve methods 
of dealing with some at least of the great 
number of entries which the bank is called 
upon to handle. Looking ahead it is reason- 
able to visualise further changes in the 
staffing structure of the bank. Almost cer- 
tainly the number of ladies on our staff will 
increase, while the number of men may quite 
possibly tend to fall. If this be so, it will 
become more important than ever before to 
ensure that every boy who joins the staff is 
of the material to become a manager and 
that he has ample opportunity to study bank- 
ing in all its aspects. 


To this end we have for some years main- 
tained a Staff Training College through 
which many hundreds of men have passed 
with, we believe, great benefit to themselves 
and to the bank. We are now making such 
facilities available to the younger men in the 
bank, and they are eagerly grasping the 
opportunity of acquiring knowledge and skill 


which will stand them in good stead in the 
future. 


I am glad to report that young men are 
recognising that banking offers prospects of 
a happy and useful career with plenty of 
opportunity, and that we are able to recruit 
men with the necessary qualities. 


IMPROVEMENT OF PREMISES 


I would like now to refer to the work which 
we have in hand and in prospect for the 
improvement and development of our 
premises. We take a special pride in our 
offices and no efforts are spared to ensure 
that the premises are pleasing architecturally, 
and well appointed for business purposes. 
The end of the war found us faced with 
many years of arrears of maintenance to over- 
come and with a large amount of war damage 
to make good All this had to be accom- 
plished in the face of licensing difficulties, 
shortage of materials and many other 
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obstacles. Steady progress was made and 
some excellent results were achieved despite 
the difficulties. But we were not satisfied ; 
much femained to be done and many plans 
were unfulfilled. Now, at long last, with the 
easing of building restrictions, it has bee 

possible to give attention to the recomstruc- 
tion of those premises of the bank where 
re-building is necessary because of damage 
by enemy action or re-planning schemes by 
local authorities. 

At Canterbury a new building is in process 
of erection, whilst schemes have been pre- 
pared, and plans are well advanced, for ‘the 
erection of new premises to re-house the 
branches, of the bank at Dover, Plymouth, 
Portsmouth and Southsea. Elsewhere, no 
opportunity will be lost of improving our 
premises as conditions permit. 

We are also alive to the necessity of estab- 
lishing new offices in places where prospects 
appear to be favourable. The opening of a 
new branch presents considerable difficulties 
in the way of premises and staff, apart from 
the essential problem of building up a satis- 
factory business. Special qualities of enthu- 
siasm and determination are required of 
managers and staff and we have been well 
served in this respect. 


BRIGHTER FINANCIAL CLIMATE 


The banks with their network of branches 
and agencies throughout the country provide 
the arteries and ‘nerves of our national finan- 
cial life. Their successful operation must, 
in the end, depend on the financial climate 
resulting from the direction of Government 
policies. Happily, during the past year the 
financial climate has béen far brighter than 
the physical climate which we have had to 
endure. The country has been enjoying a 
period of great prosperity. Had it not been 
for bad weather conditions for the harvest 
and the occurrence of the protracted dock 
strike it would have been even better. In the 
private sector of the economy it is difficult 
to think of any industry, or section of indus- 
try, which is doing badly. Certainly, there 
is little evidence of unemployment or even of 
short-time working ; nor is there any sugges- 
tion that excessive stocks are accumulating. 
The assumption can only be that, at present, 
practically everything produced is being sold, 
and sold rapidly, whether at home or abroad. 
The trade winds have been mainly fair and a 
touch of exhilaration has been given by the 
removal of more controls, the reopening of 
more commodity markets and the absence of 
major disturbances abroad. The agreements 
on Indo-China, Persia, Egypt and Trieste 
have also helped by relaxing, at least to some 
extent, international tensions. 


For the satisfactory state of the economy 
the Chancellor of the Exchequer is entitled 
to much credit. He it was who, at a dark 
moment in our affairs, had the courage to 
restore a dynamic monetary policy and to 
plan his budgets with an eye to the long- 
term interests of the country. Under his 
guidance and firm leadership the economy 
was first put‘into a condition to take advan- 
tage of a favourable shift in the terms of 
trade or any other fortuitous developments, 
and then gradually given greater freedom to 
expand. As a result, the balance of pay- 
ments surplus grew to £154 million in the 
first half of 1954, and it has been found pos- 
sible to relax to an impressive degree many 
of the technical restrictions on the use of 
sterling, and much has been done to restore 
confidence in the pound. On this record the 
Chancellor is justified in asking the country 
to “invest in success.” 


DANGERS OF INFLATION 
There are, however, certain. eat 


features of our economy which cannot 
ignored. The fall in the internal purchasing 


« 


power of the pound has not been arrested ; 
only slowed up. Whatever the successes 
achieved by the new monetary policy, a fall 
in purchasing power is hardly one of them. 
Of course it can be argued that such a decline 
is only a small price to pay for full produc- 
tion, full employment and freer trading con- 
ditions. From this it is but a step towards 
accepting the comfortable doctrine that we 
can afford a mild degree of inflation each 
year so long as production increases. But ex- 
perience has shown that the promised objec- 
tives are not necessarily attained by such a 
policy. The theory implies a precision in 
economic management that has yet to be 
displayed: it bumps up against a number of 
very baffing problems. 


In the first place, such a policy—one of 
tolerating, or even deliberately engendering 
a yearly dose of inflation—is only possible 
for a country placed as Great Britain is, if 
the rest of the world is doing much the same. 
Otherwise our exports will sooner or later 
price themselves out of the market, with 
consequent unemployment, or our currency 
will have to be devalued again in order to 
maintain the balance of payments, Secondly, 
it presupposes a yearly battle for increased 
wages always fought and lost on the issue 
of trying to restore the standards of the 
workers, instead of that of raising produc- 
tivity. That is not the way to secure either 
good labour relations or a prosperous 
economy. Thirdly, unless prices can be kept 
reasonably stable, the cost of the social 
services must constantly be increased, with 
consequent threats to the solvency of the 
national insurance scheme or of the national 
budget, Fourthly, what of the outlook for 
savings which have staged such a spectacular, 
though somewhat mysterious, recovery over 
the past two years? 

The practical effects of this chronic infla- 
tion have been seen in the recurrent unrest 
which spreads from one industry to another 
each year. Pressure for increased wages 
is inevitable when the purchasing power of 
the currency is continually falling, and every 
time an increase in wages is granted without 
a corresponding increase in production more 
fuel is piled on the fires.of inflation. The 
threatened railway stoppage which has just 
been averted exposed this problem in its 
most acute form. 


A further stimulant to inflation this year 
has been the great increase in hite-purchase 
business. While the abolition of controls, 
including that of hire-purchase finance, is 
welcome it is to be hoped that this method 
of mortgaging future earning power will not 
be carried so far as to stimulate a feverish 
demand which cannot be sustained. 


GROWING TENDENCY TO INVEST IN 
EQUITY SHARES 


These are not just theoretical questions. 
They are ones which are giving everyone 
responsible for the prudent use of funds 
cause for concern. The growing tendency 
to invest in equity shares reflects the result 
of their assessment of the long-term prospect, 
and their deductions from the trend of money 
values in recent years. Wherever the pro- 
cess of inflation has been allowed to develop, 
the private citizen has learnt that the only 
safeguard is to hold assets such as are repre- 
sented by equities, instead of Government or 
other bonds fixed in terms of a depreciating 
money. Hitherto, the people of this country 
have been happily free of this contagion but 
it is a sad reflection on the trend of public 
affairs that at present, while Parliament is 
constantly pressing for more and more lavish 
expenditure, the Government finds it increas- 
ingly necessary to look to the banks and other 
financial institutions rather than to the 
private citizen, to take up Government 
securities, 

I do not suggest that the present situation 
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is one that gives rise to immediate | 
still less do I suggest that the b 
brought about by the new monetary 
are going to be lightly discarded 
Chancellor who has clearly handled 
with great skill and determination o\. 
past four years. But the long-term 
cations are disturbing. Nor is the: 
easy solution at hand. “A state ca: 
achieve financjal stability in the 
way as an individual can—by the . 
of a certain amount of disciplin 
discipline is a question of patient 
tion and example. It is of the 
importance that public opinion sho 
alive to the dangers of taking the 
least resistance in monetary affairs as 
in everything else. 


NEED FOR INCENTIVES 


To return to the present, it 
apparent to many that the prosperity o! 
Britain depends, as it has done for th 
hundred years; on keeping ahead 
industrial race. We may well be 
threshold of an era of startling progr: nd 
it is essential that industry should b:« “n 
every encouragement to develop new pro 
cesses and to adopt new techniques 
introduction of an investment allowa 
the last Budget was a welcome step 
right direction, and it-may be hoped 
will be possible to extend this pr 
Although it would be to the general n- 
tage if the standard rate of income tax ld 
be substantially reduced, the prospect an 
such reduction must depend on the possi- 
bility of reducing Government expe: I 
None the less, when the time comes | 
Chancellor to consider what, if any, relief 
he can afford in 1955, I hope that he wil 
keep in mind the necessity to encourage mer 
as well as machines. Taxation beyond 4 
certain point destroys enterprise and \a- 
tive. Two cases in particular leap to he 
mind. In the first place, the level of income 
at which surtax commences to be od 
should be raised ; and, secondly, no pert of 
any man’s income should be liable to 4 total 


taxation exceeding 15s. in the £ as a maxi- 
mum. It may be hoped that, whatever may 
be possible in other respects, the Chancellor 
will see his way to make appropriate st 


ments to meet these cases. They would cos 
very little in relation either to the ‘otal 
revenue of the State or to the benefit (0 “he 
national economy which would resu!! from 
the incentives thereby given to a sma!! but 
important group of individuals. 


=e 


THE GOAL OF STERLING CONVERTIB!(! 


During 1954 progress has been mace to- 
wards the goal of convertibility of sterling 
Because this progress, apart from the rising 
of the basic travel allowance, has occurred 
mainly in the technical sphere, the pu $ 


largely unaware of what has been 2. .0om- 
plished. But, given the uncertainties of th 
times and the lack of response to sugges!ions 
that the United States should facilitate cur- 
rency convertibility by some modifica: of 


their tariff regulations, it seems not only 
right but inevitable that our approach s/ould 


be a cautious one. Meanwhile, it was 2ts- 
factory to note that action had been ‘ken 
to settle some of our liabilities «© the 


European Payments Union and the [niet 
national Monetary Fund. Despite these pay- 
ments, the gold reserves have shown a helthy 
buoyancy, altho it should not be forgotten 
that they are still some £395 million oclow 
what they were in June, 1951, and th: oe 
recovery which has occurred has been “ue, 
to a considerable extent, to special receipts 
from the United States on which we ©20! 
count indefinitely. Moreover, despite some 
relaxations, we still maintain a numd<'. 

prohibitions and restrictions on dolli: 1m 
ports and, until these restrictions have Dee? 
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ren we cannot tell what strain on our 
rest vould follow convertibility. The 
ma ble is the activity in our domestic 
mar! There has been too great a ten- 
der expand consumption within the 
) the detriment of our balance of 

The Chancellor of the Ex- 


het is, therefore, rightly stressed the; 
neec sound internal policies. Converti- 
bil inot be restored until general 


confidence in the stability of sterling has 
been firmly re-established, and this, in turn, 
will depend on the evidence that the British 
Government and British people are deter- 
mined to maintain it. 


To sum up. We have had a good year ; 
the short-term outlook seems reasonably 
clear; industry’s main problem is still a 
shortage of skilled workers, not—except in 
the case of shipbuilding—a shortage of 
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orders ; and sterling has gained generally in 
strength. Now is the time to put forward 
our greatest efforts not only to recover more 
of the ground lost because of the war, but 
also to provide for those occasions in the 
future, when assuredly the economic tide will 
not be running so strongly in our favour. 
We do not want to be regretting in a few 
years’ time that we did not take fuller advan- 
tage of the fat years to provide for the lean. 





DISTRICT BANK LIMITED 


SATISFACTORY LIQUID POSITION : A YEAR OF PROGRESS 


THE NATIONAL ECONOMY 


NEED FOR HIGHER PRODUCTIVITY 


TAX REDUCTIONS AS INCENTIVES 


SIR THOMAS D. BARLOW’S REVIEW OF CONDITIONS AND PROSPECTS 


chairman, Sir Thomas D. Barlow, 
GBE, has circulated, with the report and 
accounts, the following statement to the 
sh ders of District Bank Limited, prior 
to the one hundred and twenty-fifth annual 
general meeting, to be held on February 11th, 
att Head Office, Spring Gardens, 


Manchester : 


As you will see from the report, Sir 
Kenneth Lee has decided not to offer him- 
self for re-election. Sir Kenneth has long 
been a prominent figure in industrial and 
commercial circles, and for thirty-three years 
the board has had the benefit of his wide 
xperience and business acumen. I am sure 
c ll wish me to convey to him our 
grateful thanks for his inestimable services, 
fortunately, we are not losing entirely 
las agreed to remain a member of the 
Li committee, 


During the year certain changes have taken 
place among the Bank’s principal executive 
ficers,) Mr Samuel Higginbottom, chief 
ger manager ; Mr Albert Dunn, a joint 
! manager; and Mr A.-R. Capey, 
| manager (London), have retired on 
I n after many years of loyal and devoted 
We extend to each one our best 
for happiness in his well-earned 
nent. 
William Mitchell, deputy chief general 
‘er, has been appointed chief general 
er; Mr Frank Stott, an assistant 
| manager, becomes a joint general 
er; and Mr H. J. Higginbottom, 
isly assistant general manager (Lon- 
; now general manager (London) ; 
S. H. Coomer, our secretary since 
has recently been made an assistant 
il manager and has been Succeeded 
e le ps of secretary by Mr J. F. 
ITOOR, 


STATEMENT OF ACCOUNTS | 


reference to the balance sheet, it will 
cen that current, deposit and other 
ints have again increased and are over 
nillion above the record figure of £251 
on shown the previous year. This 
ard movement is in keeping with 
general trend of bank figures and 


nainly due to the increase in industrial 
vity. 


‘s might be expected, the larger resources 
d the rising tempo of business have been 
‘sponsible for important changes in the 
“mposition of our assets. The total of the 


“Ms, cash, money at call and short notice, 


and bills of exchange, is higher than at the 
close of 1953. Our holding of Treasury Bills, 
on the other hand, has been reduced, but 
notwithstanding this change our liquid posi- 
tion remains satisfactory. 


For the second year in succession we have 
added to our investments : most of our 
British Government Securities have a definite 
date of redemption and their market value 
is in excess of the figure shown in the balance 
sheet. 


With our advances at £65 million, we have 
more than regained the ground lost since the 
peak figure was reached in 1951, and it is 
satisfactory also to note that our average 
lendings have been higher than for the pre- 
vious twelve months. Needless to say, our 
lendings are made to a representative selec- 
tion of industries, and I am pleased to 
observe that, as always, we have been able 
to afford generous assistance to the various 
branches of agriculture. 


An outstanding feature affecting both 
sides of our balance sheet is the substantially 
higher figure for acceptances, confirmed 
credits and other obligations. This reflects 
the increased activities of our foreign depart- 
ment, following further relaxations in 
exchange control and the less restricted use 
of sterling for trade. In particular, the 
restoration of a free market for raw cotton 
has led te a marked. expansion in the volume 
of import credits and to a much greater turn- 
over in foreign exchange transactions, for 
both spot and forward delivery. Export 
credits, on the other hand, have remained 
fairly constant, but there has been an increase 
in the number of export bills for collection 
and negotiation. 


We have added to property account since, 
with the easing of restrictions, the rebuilding 
and extension of premises have proceeded 
more rapidly. Our new branch at Newcastle- 
upon-Tyne was duly opened last November 
and, as the alterations at Derby are now 
nearing completion, it is anticipated that we 
shall commence business there within the 
next month or two. 


THE YEAR’S PROFIT 


With a lower level of interest rates operat- 
ing last year we derived less income from 
our money market resources. ‘Then the 
maintenance of our properties and higher 
running costs have caused the trend of 
expenses to remain upwards. Against this 
we have been able to employ a higher pro- 
portion of our funds in the more remunera- 


tive items, investments and advances, with 
the result that we show an increase of 
£29,119 in net profit as compared with the 
previous year. After making the usual pro- 
visions this amounts to £588,863 and, includ- 
ing the sum brought forward, there is for 
disposal £932,941. Of this we propose to 
allocate £200,000 to our general reserve and, 
after providing the amount required for pay- 
ment of the higher dividend established last 
year on the “A” and “C” shares and the 
maximum. dividend on the “ B ” shares, there 
remains the sum of £422,914 to be carried 
forward to the next account. 


The conduct of the bank’s business 
depends primarily on the keenness and effi- 
ciency of our staff. To ensure that the 
personnel maintains our traditionally high 
standard of service we attach great impor- 
tance to careful selection and training: 
Training, however, is not just a matter of 
imparting technical knowledge : it is also a 
handing down of mature experience in bank- 
ing from seniors to juniors by means of 
informal discussion or refresher courses. To 
this end members of a necessarily widely 
dispersed staff are regularly brought together. 
But important too, having regard to welfare, 
are the various social and sporting activities 
organised by the bank’s deservedly popular 
sports club, 


As in other years, our progress has been 
made possible by the good work performed 
by both management and staff and in appre- 
ciation of this I should like to express my 
sincere thanks to all concerned, 


THEN AND NOW 


Last year we passed the 125th milestone 
in our history. Although the echoes of the 
Napoleonic wars must still have been audible 
in 1829 when our doors were first opened, 
twenty-five years were to elapse before the 
Crimean war broke the peace which had 
prevailed since Waterloo. Whilst the Russian 
war disclosed many defects in military 
organisation and strategy, its economic con- 
sequences were small and easily overcome, 
and for the remainder of the century this 
country enjoyed the Victorian summer of 
prosperity. 

Very different has been the experience of 
the last forty years in which the government, 
industry and the banks have had to grapple 
with inflation, deflation and the innumerable 
problems of war and postwar economic 
distress. Now, nearly ten years after the 
close of the second world war, we are begin- 
























































2 erik Soh eet em SF RSS IEA BE Res Reet 


res 


PREY 
PRN rt he a af 





ig 


oe RCH ST EAE RENAE F BUTI SE PETE PREPS NS GES 
ae Blaine en a . 7 


































“ay 


Sd smh mc 


aie, 








ype 


war 


ae 





ween ude BES DOR Cy RS FS 


























328 
ning to emerge from some of its many and 
intractable consequences. and it is a matter 
of congratulation that the present govern- 
ment has given our economy much needed 
ballast and greater stability. 


A YEAR OF ACHIEVEMENTS 


This last year has added its own quota to 
the achievements of previous years and has 
brought the country a perceptible measure 
of prosperity. As the ultimate test of our 
progress is’ that we should pay our way 
abroad, it is gratifying to see the figures for 
the first half show that our current payments 
surplus has continued to increase, Since, 
moreover, this increase owes little to the 
terms of trade, we have the satisfaction of 
knowing that most of the surplus has been 
gained through our own efforts, as may~be 
gathered from the further improvement in 
our industrial production and exports. Our 
payments position has again been supported 
by higher earnings from shipping, banking, 
insurance and other invisibles, whilst the 
addition to our reserves, despite a cut in 
defence aid, is proof of our underlying fun- 
damental strength, as is also the healthier 
state of our capital position due to substantial 
debt repayment. 


AN OVERBURDENED ECONOMY 


Encouraging as these gains are, and parti- 
cularly pleasing because they have been 
accompanied by a further freeing of our 
economy, ominous signs of overstrain have 
begun to appear in recent months. To the 
pressure occasioned by an increased volume 
of exports there has been added pressure 
from such other sources as the housing pro- 
gramme, industrial capital projects and the 
rise in personal expenditure. 


Admittedly these accumulating demands 
have to a considerable extent been offset by 
the increased output of industry, yet this has 
not met the needs of the situation. Ever- 
growing activity is leading to over-full em- 
ployment and, with more jobs to be filled 
than workers to fill them, there has been a 
gradual extension of overtime and a renewal 
of wage claims. With a thinning out of sup- 
plies and a lengthening of delivery dates we 
are, in my opinion, moving towards a situa- 
tion wherein there might again be a tendency 
to accumulate stocks beyond normal require- 
ments—a development which, more than 
anything else, creates shortages. 


INCREASED OUTPUT AT LOWER COST 


If, as is inevitable, shortages are translated 
into delays, rising production costs and rising 
prices, the threat of inflation will endanger 
the volume of our output and of our exports. 
That would indeed be serious for, commend- 
able as has been our progress in both these 
directions, our keenest competitors amongst 
other countries continue to surpass us, so 
much so in fact as to leave to our manufac- 
tures a declining share of world exports. 


Clearly we need still higher productivity 
and more exports and, since we are handi- 
capped in that we lack reserves of manpower, 
we can only surmount this disadvantage by 
making the best possible use of our-*all too 
limited resources and by quickening produc- 
tive investment, so that. by modernisation 
and greater efficiency we can at one and the 
same time raise output and bring down 
manufacturing costs. 


Unfortunately such an increase in invest- 
ment adds yet another pressure at the very 
tume when our somewhat extended economy 
will be finding it difficult to cope with 
further demands. Yet, with other countries 
deflecting an ever-increasing proportion of 
their resources to industrial investment, we 
dare not lag behind. 


CHECKING INFLATION 


If the inflationary tides were running so 
strongly that they could not be stemmed, we 
might feel that there was cause for alarm. 
But that surely is not how we need view 
the situation Some degree of inflation is 
unavoidable during a period of economic 
expansion. So far, however, the increase in 
the volume of money and consumer expendi- 
ture has been outpaced by production and 
there is encouraging evidence of increasing 
confidence and stability in the recent revival 
of personal savings. For these reasons prices 
have remained stable enough to permit real 
wages to rise, and this, together with in- 
creased earnings, has resulted in such an 
improvement in living standards that the 
great majority are now better fed and better 
clothed and enjoy many more amenities. 

Nevertheless, a fully stretched economy 
signals danger and, since it is so much easier 
to prevent instability than to effect a cure, 
we ought readily to admit the need for con- 
certed action. to avoid the upsurge of infla- 
tionary forces which would so_ greatly 
increase the strain on our productive capa- 
city. With this in mind, wage claims result- 
ing from a dearth of labour should not be 
pressed regardless of the ill consequences of 
perpetuating the chase between wages and 
prices. Certainly this twist to the infla- 
tionary spiral is not something which those 
who live at the industrial centres can accept 
without protest. So far the inherent danger 
has merely been viewed in the light of an 
oncoming buyers’ market. But as this is 
becoming firmly established it seems more 
than ever necessary that there should be an 
end to demands for higher wages unless these 
are accompanied by greater production. Im- 
portant also is it that there should be no 
resistance to methods framed to achieve the 
best results from existing machinery. Nor 
should there be opposition to the installation 
and economical working of new and up-to- 
date equipment, the cost of which is increas- 
ingly burdensome with the advance of 
science, technology and invention. 


TAXATION THE KEY 


Given full co-ordination between man- 
power and machinery, production should 
continue to keep inflation at bay: it should 
do more than this, for a high level of profit- 
able production will augment revenue and 
facilitate those reductions in taxation which 
are likely to act as incentives to still greater 
output and productivity. 


Taxation indeed controls our economic 
destiny inasmuch as it has such power to 
stimulate or stifle saving, capital investment, 
efficiency and production. In view of the 
intensive competition that is fast gathering 
around us, there can be no question of the 
need for stimulation. And this impetus 
may yet be possible since a favourable 
budget, of which there is some prospect, 
might well permit a lightening of the heavy 
fiscal burden. 


Admittedly tax concessions cannot be 
contemplated without thought of adverse 
repercussions. By unduly quickening con- 
sumers’ expenditure they could aggravate 
rather than alleviate inflation; they could 
quicken the wrong kind of industrial activi- 
ties and they could also deflect precious 
manpower and materials from exports, and 
thus place an additional strain on our balance 
of payments. But this would amount to 
gross misapplication of a powerful incentive 
— if rightly used, could do so much 
good. 


It is in fact entirely a matter of directing 
tax relief into those channels which will be 
most beneficial to the business life of the 
country and, with the monetary mechanism 
available to check inflation, judicious con- 
cessions should indeed invigorate without 
overstraining the economy. The immediate 
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need is to catch up with the arrears of inv-:: 
ment in manufacturing industry and, 5 
being so, ungenerous relaxations of taxation 
might mean the loss of opportun: 
Granted that a simultaneous rise in :he 
tides of investment and consumption 
indicates that we should be cautious, need 
we be too timorous seeing that increased 
personal savings followed the tax reduc- 
tions of 1953 ? 


LOOKING AHEAD 


Evidence of this country’s regained 
strength is a fixed resolve to go ahead firn 
and patiently “towards freeing trade 
payments ” and a determination to make 
pound sterling “increasingly usable 
acceptable throughout the world.” But 
cause these bids for freedom and converti- 
bility, if pressed too vigorously, would 
rise to anxiety, it is reassuring to know that 
their full implementation will be subject to 
a soundly constituted “balance of trade 
between the dollar area and the rest of the 
world.” Nor in pursuance of these aims are 
we to jeopardise our expanding economy, 
which is to be kept well braced by a policy 
of external and internal soundness. 


Given these safeguards, I believe we should 
be able to introduce still more flexibility into 
our economy and thereby add to those gains 
which have steadily accumulated over the 
past two years. During this period there has 
been an easing of numerous controls and a 
termination of vexatious rationing of food. 
Moreover, a great deal has been done towards 
returning the business of importing to private 
traders, a development which has given much 
greater opportunities for individual initiative 
and enterprise. In addition, import restric 
tions have been considerably relaxed and, | 
the outstanding problem is that of paying 
for these increasing imports, it is good to 
know that the present time is one of pros- 
perity in world trade as a whole. It is good 
to know also that this prosperity has been 
achieved despite a set-back in the United 
States and that its impulse should be 
strengthened now that she is staging 2 
recovery. 


Conditions such as these are an incitement 
to further progress. There is no denying 
the risks to this country of venturing too 
fast and too far along the uncharted road to 
freer trade and freer currencies, and ‘he 
buoyancy of the present situation is in itself 
a danger because it offers a temptation to 
do that very thing. But our policies, f: amed 
as they are with a wise restraint yet allied 
with the determination to go forward, should, 
I feel sure, provide sound opportunitics, 
since their whole purpose ‘is to bring about 
a steady expansion in our domestic ind 
overseas trade. 


If the present prosperity here and in other 
countries can be successfully consolidated, 
we shall certainly have the chance to embark 
on the programme which it is suggested could 
double our standard of living in the next 
25 years. A good start alone is sufficient 
to excite enquiry into the present and future 
composition of world trade and more part\-u- 
larly the type of goods we shall be called 
upon to supply. With increasing cap''4 
investment here and abroad, the need for 
industrial building, plant and equipment 
should keep our constructional and enginc er. 
ing industries well occupied and should 
counter some possible falling off in regard 
to armaments. A high level of world pros- 
perity implies also a rising demand for con- 
sumer goods, Specially significant, %0W- 
ever, are the new forces at work by which " 
is hoped all countries will be spared the ms- 
fortunes of recurrent trade depressions. It 
remains to be seen just how effective thes¢ 
forces may be but, since the underlying 
determination is to expand world trade, this 
augurs well for both our capital and out 
consume: goods, 
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LANCASHIRE’S TEXTILES 


Meanwhile in this highly industrialised 
area, where coal and chemicals, heavy and 
ight engineering, iron and steel, oil, paper 
and many other products and manufactures 
iostie cach other, the outlook on the whole 
-. encouraging, although there is no sign of 
-omplacency. On the other hand the textile 
“dustry, or at least some sections of it, would 
fee) more confident had the past year been 
cubiect to fewer fluctuations and if the future 
did n iid so many difficulties. 


Although the transition to private trading 
in raw cotton was so skillfully accomplished, 
the futures market needs to be further ex- 
panded before it can cope effectively with all 
the demands of the industry. The present 
volume of business is im fact so poor that 
small sales or purchases produce dispropor- 
tionately large effects on prices, The remedy 
lies mainly in the provision of a larger spot 
market which, it must be admitted, very much 
depends upon a feeling of reasonable con- 
fides n the trend of values. But more 
business would be likely if the negotiations 
for a ract for longer staples were success- 
fully ided. Pending this, the inadequacy 
of the y hedge available to users of such 
cotton this country is giving rise to great 


Obviously the trade has problems to face 
ther 1 those which relate to its raw 
nate ind in the forefront remains pur- 
chase t Needless to say, the possibility of 
chang i this tax continues to upset the 
rhythm of buying, but a matter causing in- 
creasir nsternation is its distorting effect 
On pI tion, with ill consequences clearly 

e at the end of the year for at least 
1 of the industry, 


Another problem, and one which most 
forcef presents itself, is that of big 
; in home market demand. The 
policy pursued by large buying units, either 
g01 ntal or commercial, in planning 
rchases inevitably exercises a sub- 
ta nfluence upon the level of activity. 
Fron industry’s point of view as even 
buying as possible is clearly 
desirable, if only to avoid violent fluctua- 
tions in demand, since these endanger the 
acceptance of orders from overseas and 
also ¢ a not unreasonable anxiety in 
the minds of operatives as to continuity of 
employment, 


Good as is the overall volume of home 
trade for textiles and reliable as might appear 
its prospect in view of the increase in per- 
sonal expenditure, there are today tempta- 


ions to spend in many other directions and 
it is not without significance that home con- 
sumption of textiles fails to keep pace with 
the growing spending power of the public. 
Nevertheless the home market should remain 
in good shape provided it is not unreasonably 
assailed by foreign im produced by 
cheap labour. A cause for present disquiet, 
and indeed indignation, is the easy entry 
‘nto this country of Indian cloths whilst ours 
ire subject to such high tariffs in the Indian 


market 


On the export side difficulties are fast 
ounting: inereasing competition is even 
Yeing experienced in qualities once thought 
‘0 be outside the range of our rivals and, as 
We expected, the inflow of Japanese fabrics 
‘nto colonial markets is leading to a falling 
off in demand for our manufactures. What- 
“ver protection may be asked for and pro- 
— against these encroachments upon our 
‘ace, It cannot be gainsaid that in the long 
‘un the industry must depend upon its own 
;./Peutive efficiency, Encouraging there- 
“Ore Is the quickening pace of re-equipment 

ne spinning and weaving sections, as is 

_ he statement that in recent years Lan- 
“re has spent more on new machinery 


oe the cotton industries. of. other 
ntries 
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ARTHUR GUINNESS SON AND 
COMPANY LIMITED 


BENEFITS OF POST-WAR CAPITAL EXPENDITURE 


LORD IVEAGH ON OVERALL SALES INCREASE 


The annual general meeting of Arthur 
Guinness Son and Company Limited was 
held on January 18th at Park Royal Brewery, 
London, N.W.10. 


The Earl of Iveagh, CB, CMG, chairman 
of the company, who presided, said: 


Ladies and Gentlemen,—Speaking to you 
a year ago I said that I thought there were 
grounds for reasonable optimism. I am glad 
that I have been justified. Our overall sales 
have again shown some increase ; the position 
in Ireland is somewhat improved, although 
we are still considerably below the level of 
sales before the heavy increase in duty three 
years ago ; exports have reached a new high 
level. These improved sales, coupled with 
the savings in costs which have flowed from 
the capital expenditure and reorganisation 
and modernisation in recent years, are 
primarily responsible for the satisfactory 
profit and loss account, since the savings in 
the cost of materials during the year have 
been more than swallowed by increased costs 
of manufacture and trading. Taking all 
things into consideration, your board decided 
that it would be in line with our, I hope, 
prudent and conservative policy, to raise the 
dividend at this stage, after having made a 
bonus payment to our staff and employees 
and a rebate to our customers—all those 
brewers and bottlers to whom in this country 
we sell in bulk, and those many retailers 
and bottlers to whom in Ireland we sell 
direct. The dividend for the year has beer 
accordingly, subject to your approval, raised 
from 18 per cent last year to 23 per cent this 
year ; all our employees and staff have had 
a month’s bonus and over £150,000 was paid 
as a special rebate to our customers. At the 
same time we have decided to-increase the 
pensions of nearly all but very recent pen- 
sioners, as some alleviation of the greatly 
increased costs they have to face since their 
pensions were fixed. All this has been pos- 
sible while maintaining and improving our 
position. Since the war we have set aside 
over £8 million in depreciation, and in other 
reserves largely to meet the costs of 
modernisation and expansion; and {£2 
million towards building up the pension 
fund. I think that we have justified 
once more our claim that Guinness is 
Good for you. 


OPERATING COSTS 


All this is satisfactory, but there are no 

ounds for feeling complacent. Competition 
is getting more keen, both among brewers 
themselves and between the brewing trade 
and all the other producers of consumer 
goods. Operating costs are at present still 
rising quite steeply and the scope for further 
economies though it undoubtedly exists pre- 
sents a much stiffer challenge. The happy 
results of this past year will not repeat them- 
selves unless we earn them by continued 
thought and effort, and that applies to every 
one of us throughout the organisation. It 
is perhaps pertinent here to compare the 
present positions of the various parties con- 
cerned in the company with their immediate 
prewar state. Salaries and wages have 
doubled and more; the stockholder’s return 
has gone up by one-third ; while the com- 
pany’s percentage of profit on selling prices, 
excluding: duty, is much lower than it was 
in 1938. 


SUBSIDIARY COMPANIES 


There has been a considerable apparent 
change in the financing of our subsidiaries as 
shown in the parent company balance sheet. 
The two main subsidiaries are the Dublin 
and Park Royal brewing companies, whose 
accounts also are made up to September 30th. 
Whereas the shares of the Park Royal com- 
pany had been issued before the date of 
the previous balance sheet, those of the 
Dublin company were issued during last 
financial year. The apparently large changes 
in the parent company’s balance sheet in 
shares and amounts owing by subsidiary 
companies relate almost wholly to the formal 
financing of the Dublin company. 


You will have noticed in the preliminary 
announcement of our profits, that a figure 
of £517,000 was stated as having arisen from 
interests unconnected with brewing. The 
corresponding figure last year was £162,000. 
In 1952 we amended by special resolution our 
investment clause, to enable us to use some 
part of our reserves not required for our main 
purpose of brewing Guinness, to be put into 
other suitable and profitable activity if the 
opportunity arose. We have so far only used 
this widened power in one case. We bought 
for a comparatively small figure a block of 
shares in a private company. This in fact 
gave us legal control ; but we have taken no 
direct part in the management, which we left 
in its own very satisfactory state. I am glad 
to say that the results have fully justified our 
confidence. There are certain developments 
now proceeding in regard to this business 
which could be very seriously hindered if we 
were at this particular stage to divulge full 
particulars ; but I shall certainly do so in 
due course and in the meantime I can assure 
you that your board views the position with 
optimism. 


USA 


Since I last spoke to you, we have made 
further changes in our arrangements in 
America. The American company, in which 
we are minority shareholders, has ceased 
brewing ; and we have arranged forthwith to 
re-introduce our famous Foreign Extra Stout 
into the States where we sold it for a hundred 
years and more. We have, in association with 
the majority shareholders, at the same time 
entered into an arrangement with one of the 
large American breweries—Messrs Goebel of 
Detroit and Oakland—to brew, under our 
licence and control, a Guinness Ale and a 
Guinness Lager. We aré hopeful of the 
results of these new arrangements, but it 
is to early to attempt any forecast; we 
have completely written off our whole 
investment in the original American brewing 
project. 


ALE BREWERY IN IRELAND 


Some press attention has been given to 
our small ale brewery in Ireland, and to 
prevent misconception I think I should make 
the position clear to you. The complicated 
arrangements involved in our reorganisation 
included the purchase by us in Ireland of a 
very small and almost derelict ale brewery 
at New Ross. We informed both the Irish 
Government and the local residents that it 
was our desire to continue operations so as 
to provide employment; and indeed it is 
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very far from our wish to see any diminution 
in the all too few remaining Irish breweries. 
We have been brewing ale at New Ross for 
two years, but the brewery has proved un- 
suitable either for economical brewing and 

for even modest expansion ; 
ind so we have decided, while ensuring the 
continuance of most of the present operations 
at New Ross, to do the ale brewing at Water- 
ford, twelve miles distant, where we have 
bought the plant and buildings of another old 
brewery which ceased working some years 
az0. The whole operation is on a very small 
scale, and we shall be happy if we keep 
employment going and earn the interest on 
our money. 


austrioution or 


So much for our new activities. The main 
work is, of course, at the two main breweries, 
and it has gone on very satisfactorily through 
the year. Capital expenditure can never 
wholly cease ; but, as I said last year, we are 
already reaping the benefit of Our exertions 
and expenditure during the post-war years. 
I believe that we can claim to be reasonably 
efficient ; and here I would like to pay a well- 
deserved tribute to the staff and employees 
at both breweries and in all our stores in 
both countries. 


The report and accounts were unanimously 
adopted and the recommendation of the 
directors approved for the payment of final 
dividends on January 19th of 3 per cent on 
the preference stock and 15 per cent on the 
ordinary stock, both less income tax. 

The retiring directors, Lady Honor 
Svejdar, Lord Moyne and Captain Ronald 
Nutting, were re-elected. It having been 
decided that the remuneration of the audi- 
tors, Messrs Turquand, Youngs and Com- 
pany, should be fixed by the directors, the 
proceedings terminated with a vote of thanks 
to the chairman, directors, staff and em- 
ployees, proposed by Mr Bernard Binsted 
and seconded by Mr Beer. 


CASTLEFIELD (KLANG) 
RUBBER ESTATE 


DIVIDEND 10 PER CENT 


The forty-eighth annual general meeting 
of Castlefield (Klang) Rubber Estate, Limited 
was held on January 14th in London, Mr 
Jack Addinsell, chairman, presiding. 


The following is an extract from his circu- 
lated statement for the year to June 30, 1954: 


The profit before taxation was £44,087, 
against £88,724, but in comparing these 
figures account must be taken of the sub- 
stantial loss of revenue from tin tribute on 
completion of mining as forecast last year ; 
against this there were credits from some 
arrears of refundable replanting cess. Profit 
after taxation was £26,905 compared with 
£43,474 last year. Your directors recom- 
mend a dividend of 10 per cent, absorbing 
£11,000 net, and the transfer to replanting 
reserve of £15,000. 


The crop for the year at 2,276,611 lb 
showed a reduction compared with the 
previous year but in spite of this lower out- 
put some further reduction in production cost 
was achieved ; this was unfortunately more 
than offset by the continued fall in the price 
of rubber, our average proceeds having been 
down by 5d. per lb on last year. 


With regard to the 600 acres of tin-bearing 
land at Castlefield Estate which the company 
sold to Petaling Tin Limited, I told you in 
my last statement that the necessary survey 
before sub-division of titles might take as 
long as two years to complete. We have 
now been advised by Government that it is 
hoped to make a start on the survey of the 
areas early in 1955. 


The report and accounts were adopted, 
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SMITH & WALTON 


(Manufacturers of and Dealers in P ints, 
Varnishes, Enamels, etc ) 


The twenty-fourth annual general n ting 
of Smith & Walton Limited was held og 
January 18th at Haltwhistle, Northumber. 
land, Mr Douglas Smith, JP (chairman and 
joint managing director), presiding. 


The following is an extract from the d 
tors’ report: 


The past year has been notable for the 
further development which has taken place 
in the productive capacity and technical 
efficiency of the company’s factory at Halt- 
whistle. The plans outlined in the directors’ 
report last year have largely been brought to 
fruition, and the twin objectives of creater 
and more economical production are bein 
attained. Sales have again been at a aca 
level ; further depots have been opened. Ar 
the time of going to press, the plant is work- 
ing to capacity and order books are well 
filled. Increases over last year’s figures have 
been recorded each month to date in the 
current year. There is every reason to antici- 
pate that this upward trend will continue 
despite increased competition, and that the 
names of Hadrian and Synflat will continue 
to be of force in the trade. The subsidiary 
companies have again made a handsome 
contribution to the group results. 


The directors consider the consolidated net 
profit of £98,718 (last year £73,677) to be 
eminently satisfactory. The directors have 
felt able to propose an increase in the basis 
of dividend distribution. They have, how- 
ever, felt convinced that the opportunity 
should be taken this year to augment the 
reserves of all companies in the group, and 
accordingly the increase in dividend is a 
modest one. The report was adopted 
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eee HEDLEY & CO. LIMITED, Newceastle-upon-Tyne, 
is secking a man for its advertising department who has 
had some years’ experience in the planning, choice and use 
of all kinds of media and who is looking for a post of impor- 
He is likely to be a man of about 30. 
He should be of good education, preferably with a University 


tant responsibility. 


{ THE ROYAL BANK OF CANADA 


degree. He will be working closely with advertising agencies | 
and their media departments and would very quickly become | 


responsible for the planning and choice 


media over a wide field. 


the man demonstrates his ability. 


and pensionable and there is a non-contributory life assurance 
scheme. Letters of application should contain details of age, 
education and career, including H.M. Forces, and will be 


He would be expected to initiate i 
and interpret research in all forms of media and to contribute | 
to the formulation of policy in media buying. 


of printed word ae 


DIVIDEND No. 270 


Notice is hereby given that a DIVIDEND of 374 cents per share 

; upon the paid-up capital stock of this Bank has been declared for 

| the current quarter and will be PAYABLE at the Bank and its 

} branches on and after March 1st, 1955, to shareholders on r-ord 
at the close of business on January 31st, 1955. 


By ‘Order of the Board, 
T. H. ATKINSON, 
General Manager. 


YHAPPIE LIMITED, manufacturers of cat and dog foods, requira 
/ the services of a man or woman graduate to undertake field and 


; _The salary | office control of the National Consumer Research section of their 
is a good one and will be subject to material increases as | Market Research Department. An Economics or Sociology degree 
The post is permanent and/or knowledge of. Statistics, especially sampling techniquss, 
would be an advantage. The work entails assisting in the s ion 
of staff, draughting of questionnaires, organising the field staff, office 
routine, checking field work, and appreciation of findings. 


treated in complete confidence.—Please write to Personnel 
Department, Thomas Hedley & Co. Limited, Gosforth, 
Newcastle-upon-Tyne, 3, and mark envelope “* M."’ 


Salary will be in the range £780 to £900, and the post also carries 
Pension, Life Assurance and Sickness benefits under a yn- 


contributory Social Security Plan. This post offers an ex nt 

opportunity for a man or woman seeking first-class Market Research 

experience. Half the time will be spent in the office at Melton 

}ESIDENT TUTOR required in Arts, Science or Economic Subjects | Mowbray and the remainder in the field.—A pplications should , ont 

\ by College preparing students for University Entrance. Man and | 3a the | _Personnel Officer, Chappie Limited, Melton Mowry, 
wife considered, Salary and accommodation good.—Apply: The #icestershire, 


Principal, Box 811. 


EADING London advertising agency invites applications from 
4 men aged 30 to 35 for a senior executive position in the depart- 
ment dealing with assessment of clients’ markets, principally by 
surveys of public behaviour and opinion. The essential qualifications 
are sound common sense; facility in interpreting statistics; ability 
to write balanced reports in concise, clear En 


work and good honours degree, preferably 


obviously be an advantage, but no candidate 


solely for lack of a particular qualification. 


House, W.C.2. 


; 

SSISTANT, aged about 25 years, required in the Central Statistical 
i 3ureau of THE BOWATER PAPER CORPORATION LIMITED, 
‘hiefly to prepare surveys on production and trade in various countries, 
Essential qualifications are an Economics Degree and an ability to 
write clear and concise reports.—Apply by letter, giving details of 
Hicer, Bowater House, Stratton 


past experience, to the Personnel 
Street, London, W.1 


] ARRISTER (37), bachelor, ex-regular officer, experienced pilot, 
called to the Bar 1951, seeks position in commerce as legal 


assistant or company secretary.—Box 814 


glish. Duties include 
planning, supervision and interpretation of market surveys covering 
a large and varied range of products and services. Experience of this 
in Economics, would 


) An attractive salary is 
offered for this responsible post.—Write, giving full details, to 
Director in Charge of Research, Mather & Crowther Ltd., Brettenham 


cee 


would be ruled out 


particularl 


A CHARTERED ACCOUNTANT, not over 35 years of as 
4 required by an industrial company of repute. Indus 
experience and a knowledge of costing is essential. 
addition to professional qualifications, a University D 
would be considered an advantage. 
Standing, commencing with a four-figure salary rising ‘9 
£3,000 per annum within six years, as increasing respons! 
is assumed.—Details of qualifications and experience, % 
will be treated in confidence, should be sent to Box 812 


The prospects are ‘ 


UYING. A young man of 23-27 years of age is offered an 4 
ing and progressive career in the buying a of a ‘arg 
manufacturing company. The opening is in the E : 
is responsible for purchasing equipment and engineers’ Supp! be 
all the company’s factories. On appointment. the new man will a 
given complete training and be expected to begin buying duties @ A 
end of nine months. Applications are invited from young men © ©* 
education, not necessarily technical or professional, and naing 
welcomed from Arts Graduates with an unders\4 Mbe 
of practical things and an interest in the economics of buyins. tent 
post carries a good salary from commencement and has ©xvc\ ory 
prospects. The company has a pension fund and a non-contri ) - 
life assurance scheme.—Letters of application, which will be ‘°C. 
in confidence, should give complete details of education and caree 


ing group which 
beta 3 for 


be 


to date and addressed to Box 813. 
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HARVARD UNIVERSITY GRADUATE SCHOOL OF 
BUSINESS ADMINISTRATION 


hips are available for two years from September, 1955. 
rth approximately £2,000, and the candidate or his 
provide half this sum, Candidates must be of British 
eferably with a university degree. They must have 
experience in industry. Details from The British 
Management, Management House, 8 Hill Street, 


~ MARKET RESEARCH 


known manufacturer of consumer goods, with Head- 
itside London, requires a senior man in the Market 
irtment. Essential qualifications include practical 
nitiating and controlling consumer surveys and the 
reports. Applicants should give full details of career, 
1 held, and salary required. All replies will be 
ifidential.—Write Box 802. 
-RITISH NYLON SPINNERS LIMITED 
ire invited from men aged 30 to 38 for an appointment 
il side of the Company. The appointment calls for 
11 experience, gained preferably in-a manuf: 
the successful candidate will be required ab 
nowledge a degree in Science or Engineering would 
A period of specialised training will be given 
neern the commercial development of end-uses for 
roducts and offers considerable scope for initiative 
ght. Applications will be treated in strict confidence 
vuidressed to the Personnel Manager, British Nylon 
Pontypool, Mon 
SENIOR EXECUTIVE 
Free International Airport requires a Senior Execu- 
and develop its rapidly expanding retail, wholesale 
activities. The position offers wide scope for a i 
rnational trade, particularly with the United States 
isful modern management experience essential A 
figure salary will be paid and there will be in 
ial bonus based on results, The successful applicant 
background and a sound educatio Applicants 
confidence to: Office 61, Shannon Free Airport, 














RETAIL GROCERY 
panies with headquarters in the South of England 
ipable of expanding retail grocery interests and, if 
ng a chain of shops. Knowledge of trade and flair 
reporting and negotiation required. Present staff 
in confidence, to Box E.766, c/o 191 Gresham 


IN. DEGREE of London University is open to all 
ersity residence. It is a valuable qualification for 
ind women enzsaged in accountancy, secretaryship, 
commerce, public services. Wolsey Hall (est. 1894) 
| tuition of a high order for the three (in some cases 
ns, at reasonable fees. More than 1,000 Wolsey Hall 
issed London B.Sc.Econ, (Final) exams, since 1925,— 
1 C. D. Parker, M.A., LL.D., Director of Studies 
VOLSEY HALL, OXFORD, 
DOUGLAS GLASS 
BRITAIN’S GREATEST PHOTOGRAPHER 
OF MEN 
18 Black Lion Lane, W.6. RIV. 7522. 
irm of Chartered Accountants in Lagos, Nigeria, require 
i or Incorporated Accountants with good experience. 
: than £1,700 per annum, with excellent prospects and 
4 tax at low rates. Free furnished accommodation, provi- 
* and kit allowances, medical expenses. Passages paid, 
ily.—Write Box.R. 935, c/o Streets, 110 Old Broad 





INING FOR MANAGEMENT.”’’—Pitman Home Study for all 
lanagement and Secretarial Examinations; also for Transport 
tal Administration.* Personal tuition; success guaranteed, 
irse required from Pitman Correspondence College, 

suse, Godalming, Surrey. 


sale, small furnished cottage in remote medieval 
ear Segovia, Three beds., main water and electric light, 
superb views.—Box 810. 


T to the Director required. Min. quals.: good degree 
social science, ability to write well, some research exp. 
ze and exp. £600-£1,000 p.a.—Appns., in writing, to: 

iP eu & Economic Planning), 16 Queen Anne's 
5. W.1, 


} THE MANAGING DIRECTOR. More business and 
ness Awaits your executives if they have the use of a 
car, Lowest possible rates, Contract hire by arrange- 
third party, fire and theft insurance. No maintenance 
in also take advantage of our guaranteed re-purchase 
your Secretary to write for our new brochure, which 
ils.—Autohall, Dept. 2-A, 302-306 King Street, London, 
2881. Telegrams: Autohall Wesphone, London, 
hall, London, 


ALS from monotony by serving them up with some of 
\y Rayner’s Indian Mango Chutney. 
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THE HONGKONG AND SHANGHAI BANKING 


CORPORATION 


NOTICE IS HEREBY GIVEN that the SHARE TRANSFER BOOKS 
Sek toe ne eg from February 25th to March 11, 
955, 1 days inclusive, for t! , i y Te 
or divtaene ter tae purpose of preparing for payment 





SCHOLARSHIPS ABROAD 1955-56 


Applications are invited from British students for scholarships 
offered by Austria, Belgium, Brazil, Denmark, Finland, France, 
Germany, Iceland, Italy, The Netherlands, Norway, Persia, Portugal, 
Spain, Sweden, Switzerland and Yugoslavia. The awards are mainly 
for university graduates and undergraduates and are tenable for 
periods varying from a few weeks to twelve months during the 
academic year 1955-56, The closing dates for receipt of applications 
vary for each country, the earliest being March 7, 1955.—Full particu- 
‘ars and application forms, for which a stamped addressed foolscap 
envelope should be sent, are obtainable from the British Council, 
65 Davies Street, London, W.1, or from any British Council office 
in the United Kingdom. 

AN EXCEPTIONAL OPPORTUNITY FOR A 
QUALIFIED ACCOUNTANT 

A large Insurance Group in the provinces requires a deputy Chief 
for its n echanised accounting and recorging division with a view to 
early assumption of complete control 

puccessful applicant would require a knowledge of punched card 
equipment and procedures, an interest in future developments in 
this field and ability to handle a staff approaching 400; it is hoped 
he would not be over 40 years of age. 

Prospects are likely to satisfy the ambitious applicant and initial 
Salary would be very largely a matter for negotiation with a view to 

tracting the right man; non-contributory pension scheme, 

Letters giving qualifications and experience, which will be treated 
as strictly confidential, should be addressed to Box 805. 


B.SC.(ECON.) LONDON UNIVERSITY — 
INIVERSITY CORRESPONDENCE COLLEGE 






providés postal tuition for the above Degree (open to all), which is 
a valuable qualification for men and wome n seeking executive 
appolniments in commerce or industry, government or municipal 
posts. The College, founded 1887, is an Educational Trust. Highty 
qualified Tutors, Low fees; instalments.—Write for Prospect of 
U.C.C, Courses to Registrar, 60 Burlington House, Cambridge, 


Te Brush Electrical Engineering Co., Ltd., requires an experi- 

enced man to take charge of its Organisation and Methods 
Activities, Applicants should have had several years’ experience in 
this field, preferabiv in engineering and should be University 
Graduates and/or members of the Institute of Cost and Works 


Accountants. The post is a highly responsible one and the man 
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The Indian Scene 


1. Poverty and Population 


HE Indian economy today is the subject of what.is, 
i without doubt, the world’s most fateful experiment. 
Its problems may be expressed in economic terms—in so 
many millions of investment, in such and such a percen- 
tage of the national income—but the outcome is nothing 
less than the demonstration that underdeveloped economies 
can—or cannot—achieve progress by Western and liberal 
means. 

It is not easy to establish what are the world’s compara- 
tive standards of prosperity. Mr Colin Clark, taking as his 
unit of comparison the amount of goods and services one 
rupee would have purchased in 1948-49—a_ so-called 
oriental unit—gives India a place towards the bottom of 
the world’s scale and about half-way between Asia’s upper 
and lower limits of poverty. 
While countries such as the 
United States or Canada enjoy a 
per capita national income of 
some 7,000 oriental units, the 
vast bulk of Asia—and Africa— 
makes do on an income varying 
from 400 to under 100 
oriental units. India—with Iran, 
Pakistan and Thailand—is in 
the r§0 to 200 units group. 
South East Asia as a whole 
and China are even further down 
the scale. 

Expressed in real terms, India’s poverty translates it- 
self into inadequate incomes at every level. A science 
demonstrator in a university may get £2 a week, a lecturer 
£3 or £4; a school teacher in Orissa has to make do on 
10s. The agricultural labourer earns in some states. as 
little as 1s. 10d a day, and nowhere, even at harvest, will 
he earn more than 4s. or 4s. 6d.; and he only works perhaps 
two hundred day: a year. The cottage industry worker 
and the village artisan do little better, a carpenter or black- 
smith will make 3s. to 6s. a day, a handloom weaver with 
a throw shuttle loom sometimes as little as 1s. Only the 
worker in modern industry doe. reasonably well; an 
unskilled labourer in a good firm may get (including his 
dearness allowance and bonus) £2 a week, a skilled worker 
£3 or more; but he quite often pays for his relatively 
high wage with impossibly bad housing. Clerks do no 
better. In Government service they may begin at {1 
a week and do well ever to rise above £3. The big firms, 
however, pay considerably more. 

These figures cover only half India’s population. The 
other half ate peasant farmers, often owners, sometimes 
tenants and a large and growing army of landless labourers. 
In the main, India is a land of working peasants rather 
than capitalist farmers. -The traditional organisation of 
India’s rural economy is changing with the progressive 
elimination of zemindari and intermediary landholders and 
other agrarian reforms. But small holdings, subsistence 
farming and a precarious dependence upon the monsoon 





mean pitifully low incomes for all engaged in agriculture 


Thus the National Sample Survey recently showed th 
only 16 per cent of the countryside spent more than {2c 
a year ; fully one-half of all families had less than {10 
one-fifth had less than £50 (though this would includ 


many landless labourers) In the great city of Bomb 


India’s wealthiest urban centre, only 50 per cent of 1! 
people have about £100 a year, only 8 per cent above {3c 

Such are the figures. In actual standards of life th: 
mean, first of all, for much of the population the wro: 
In a good year, suc! 
as 1954, the average Indian gets about two-thirds as man 
calories as am average Englishman. In a bad year—19: 
for instance—he may get little more than one-half, a: 
most of these calories are cereals, wheat -r rice or mille 
Indians eat more cereals per head than Americans. Accor 


sort of food and not enough of it. 


ing to the area, flat gril! 
cakes made of rice and pu! 


of every meal. 
thing else the Indian diet 
painfully short. 
sumption of fat is one third 
what it should be, 


one-quarter. Animal protein 
religious reasons. 


poverty also means few cloth 
although people are wearing more than they used 


especially in the south. Another factor is very inadequ: 


housing. In the big towns a clerk considers him 
lucky if he has two rooms, a worker usually has to man 
with one; in the countryside most villagers’ huts ar: 

mud, or bamboo and thatch. Only the well-off can afi 

wood or brick. Poverty also means an utter lack of am 

ties. All except the biggest towns are inadequately lit « 
unprovided with main drainage. Side-streets are usuc 
unpaved. Many towns ard nearly all villages still rely 

water upon unprotected wells. Most villages still have 

culverted road, and may be cut off for days at a time 
the monsoon. Not even one per cent of the villages h 
electricity. 

Above all, education and medical services are exceedin 
short. Not more than half the children of school-g: 
age are at school, and some of them leave after two 
three years, barely literate. Except for untouchables ; 
aboriginals, moreover, there are few scholarships for hi: 


or wheat or millet, form pa 
But of ever 


Average co! 


little eaten, though in part { 


For most of the populatior 


of mill 
one-half, of vegetable protei: 


education, so that, on the one hand, fees are pitched so . 


that few high schools or colleges ever have enough mo 
for proper salaries or laboratories or libraries, yet, on 
other hand, in order to pay even. these fees, many par: 
must make a major sacrifice. So, too, with medical atten! 
country doctors are few and widely scattered and ¢\ 
hospital is so overcrowded that admission is frequent: 
matter of influence or i 


It is not only that people cannot pay fees. It is «° 
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that the state, reflecting the poverty of the community, can 
help so little. There is little surplus to tax. Only 800,000 
incomes above the income-tax minimum, and two- 
is of the tax comes from 5,000 assessees, many of them 
rations. The taxes are high. Income tax and super 
hen one allows for the fact that there are no wives’ 
ildren’s allowances, are almost at British levels, though 
state does much less for the taxpayer than in 
nd. There are as yet neither old-age pensions nor a 
ynal Health Service. Indirect taxes weigh heavily on 
» necessities. There are excise duties on matches and 
‘ne and cloth, and on the poor man’s few luxuries— 
offee, tobacco, betel-nut. The taxpayer is squeezed 
the utmost, yet taxation 
‘nts no more than seven 
“nt of the national income, 
the taxation of India, 
| and state put together, 
ip to less than half Britain’s 
r defence. 
r is the fact of inadequate 
ces the core of India’s 
Hitherto the steady 
population combined 
i relatively static econ- 
has planted a dynamism 
ay in the heart of the community. 
Queen, India has to run fast even to stand still. The 
yuo means decline. Between 1941 and 1951 
ral rate of increase was 13.4 a thousand and the 
> increase in numbers in the Indian Union (includ- 
: influx of refugees from Pakistan) was some 42 
. On a quite moderate estimate, it seems certain 
India will add at least a further 35 million souls to 
opulation in each of the next two decades, and that 
)70 the population will have risen from 356.9 million 
sme 42§ million. 
his surge of population has been due above all to 
cady decline in the death rate, brought about by the 
ntrol of famine and the growing effectiveness of medical 
iment. India’s rate of natural increase has been no 
iter than that of many European countries during their 
strial revolution, It is no greater than that of the 
ed States today. The difference is that it has occurred 
1 economy which has not so far been basically reorgan- 
to meet the increase. It is true that the great irrigation 
transport systems built up under British rule, together 
the development for.export of large-scale rice produc- 
in lower Burma, secured an expansion and mobility 
oi food supplies which was adequate until the turn of the 
century and was, indeed, the main reason why India enjoyed 
to 1943—a unique half-century without major 
famine. But there was no fundamental rural revolution 
anc only inadequate development of industry. The huge 
‘sé was superimposed upon a largely stagnant 
ec lomy. 
‘he basic unit of the Indian community, the Indian 
Vioge, in which seventy per cent of the people still live, 
IS i resistant institution and has withstood some thirty 





Like the Red 


5 centuries of war and conquest and drought and famine. 
It ssed to be a self-sufficient community, the peasants pro- 
ducing enough crops to cover subsistence, payments to the 
; Vil age artisans, and the land tax. But while it was remark- 
a0. for stability, it was not economically adaptable. The 
0 on 


answer to increased population was a disastrous frag- 














INDIA—PROGRESS AND PLAN 2 


mentation of the peasant’s few acres and the gathering 
of more and more unproductive mouths to be fed from 
Static supplies. Rural unemployment—and under-empioy- 
ment—today may -be as high as 80 million. 

It is true that the density of rural population is not so 
great as in Java or the Philippines, ‘but the genesal figure— 
422 people to the square mile—is misleading. Nearly half 
the population live in 14.5 per cent of the total area with 
a density of 755 to the square mile. Even if the village 
economy of India had not been profoundly shaken in the 
19th century by the impact of Britain’s commercial and 
industrial system, a crisis seemed certain since the 
physical limits of agriculture had apparently been reached. 

The figures for the past are not 
always reliable, but it is probable 
that from 192§ to 1939 the 
standard of life of the country- 
side declined slowly but steadily, 
though in the 1930s this trend 
may have been counterbalanced 
by the increasing numbers and 
wealth of the towns. Neverthe- 
less, when the first independent 
Government of India took power 
in 1947, it faced as a first task, 
and indeed as the only guarantee 
against failure, the need to achieve a new dynamism and 
to secure an expansion of resources greater than the 
inexorably rising tide of population. 


2. The Political and Social Framework 


Nothing inherently impossible is involved in India’s aim 
to secure economic expansion. Indian poverty is a fact, but 
it is probably no more dire than was that of many Western 
nations on the threshold of the Industrial Revolution. 
Pressure on the land is great, but India is one of the first 
governments in the world to give official backing to pro- 
grammes for controlling population. Moreover, the 
country has large, unrealised resources. The very low 
level of agricultural productivity is itself a source of hope, 
for it suggests how rapidly advances might be secured if 
better techniques in farming were widely adopted. The 
country’s hydro-electric potential is enormous—one of the 
largest in the world—and its minerals include iron ore 
of the highest grade, manganese, bauxite, coal and reserves 
of atomic materials. India has a developed, Union-wide 
system of railways and in the West Bengal-Bihar-Orissa 
triangle it possesses a concentration of resources for 
development unequalled in the East. Manchuria alone in 
the rest of Asia has a comparable combination of coal, 
iron ore, a large labour force and developed communica- 
tions to serve as a base for industrial development. 

India is fortunate, too, in possessing an administrative 
framework unique in Asia. The Indian Civil Service— 
the old “steel frame” of the sub-continent—has passed 
on its officials. and its high standards to its immediate 
successor, the Indian Administrative Service, and the 
achievements of the last seven years have been herculean. 
Order restored after Partition, administration provided 
de novo in the old princely states, an election organised 
with over 100 million voters—these are but a part of the 
tasks carried through since 1947. Some critics, it is true, 
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doubt whether these standards can be fully maintained in 
the future. In many areas, incoming Congress politicians 
distrusted the Civil Service as first the servant and then 
the successor to the British raj and this distrust, coupled 
with political interference, impaired administrative effi- 
ciency. Reductions in salary and status discouraged some 
of the better type of recruits. The Service may suffer, too, 
from the decline in educational standards observable in 
some university centres. In spite of these forebodings, the 
Indian administrative services have proved their quality 
in the last decade and if momentum can be achieved in the 
economy and higher standards of living introduced, civil 
servants will share in the growth of wealth and confidence. 
As in so many other spheres of Indian life, the effective 
maintenance of the administrative structure is something 
of a race against time, the growing dynamism of the 
economy measuring _ itself 
against possible counter 
pressures of disruption. 
The political scene follows | 
a similar pattern. India has | ‘ 
a federal constitution, and Se 
although the bulk of the Ora 
power is held at the centre, Bakra Nangal 
f  DELHIe L 
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the states not only have their 
own reserved fields, but they 
act over a wide area as the 
executive agents of the 
Central Government. The 
achievement of expansion 
depends essentially upon the 
willingness of state govern- 
ments to shoulder their share 
of the expense and to use 
their local initiative in carry- 
ing out the various projects. 
Co-operation has been close 
and fruitful, in large 
measure because the un- 
challenged leadership of Mr 
Nehru and the Congress 
Party has given an element 
of unity to the federation. 
Until this year, Congress 
controlled every provincial government in the twenty-seven 
states (to which Andhra has now been added) and India was 
thus spared the frictions and frustrations which federal 
systems experience when parties of a different political 
outlook are in power at the centre and in the provinces. 
But the situation is changing. The unchallenged posi- 
tion achieved by Congress as the champion of national 
independence is beginning to be fretted away by the con- 
tinuance of economic and social problems to which inde- 
pendence as such is no answer. These social problems 
reveal the extent to which Congress has been a coalition 
of d'ffering interests united by the ideal of independence. 
Now that the aim is achieved, a Congress businessman, 
landlord or local party boss displays an approach to politics 
very different from that of a land-hungry peasant or an 
unemployed graduate. Certainly enthusiasm and recruit- 
ment seem to have declined. Party membership is said 
to stand today at 70,000, compared with 300,000 only 
a year ago. Mr Nehru’s hint last summer that he would 
abandon the Premiership and the leadership of the party 
expressed this concern at Congress’s growing rigidity. The 
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recent appointment of a young leader, Mr U. N. Dhebar. 
as President, is designed to stop the drift of youth and 
enthusiasm away from the party. 

Meanwhile, the peasant waiting for land reform, the mill- 
worker living in a wretched hovel, above all, the young 
intellectual vainly in search of a job are looking for other 
outlets to express their impatience, and inevitably they look 
to the Left. Owing to divided leadership and inadequate 
resources, the Praja-Socialist party does not appear to b 
offering an alternative attraction. The field is thus left mor 
or less open to the Communists, who have undoubted): 
made progress in the last two years. In the elections o! 
1952, in spite of contesting elections only in certain areas 
they emerged as the second largest party in the country 
with 23 seats in the Lok Sabha (House of the People) anc 
161 in various provincial assemblies. In recent by-election: 
the Communist party has in 
creased its strength and 
Andhra and Travancor: 
Cochin it has _ becon 
numerically the largest party 
although in Travancor: 
Cochin a _ Praja-Sociali 
Ministry enjoying the ben 
volent support of Congres 
in office. The Communi 
have also won 4 out of th: 
seats in Pepsu. At the sa 
time, they have strengthet 
their guerilla hold on p: 
of the frontier state of Ne; 
and in Tripura. |! 
perhaps the most danger: 
example of a possible sh 
of things to come is to 
found in Calcutta, with 
high rate of intellectual u 
employment and its url 
misery. The Communis! 
hold four out of the city’s 
five parliamentary seats in the 
Lok Sabha and can appar- 
ently use any local excuse— 
such as a peaceful sit-down 
strike by teachers—to unleash rioting in the strecis. 

The fact that public opinion shows signs of moving 1 
the Left could be a cause of some embarrassment to ("1 
Government. Mr Nehru is himself a Socialist and from 
time to time Socialism is proclaimed to be the ultimate 
aim of Congress policy and India’s plans. In a statement 
on industrial policy, issued in 1948, it was laid down that 
the state would be responsible for basic development «nd 
would exercise control over all key sectors of the econory. 
But the Ministers who have been directly responsible ‘or 
India’s economic development—the Finance Minister -1d 
the Minister of Conimerce and Industry—are well avre 
of the limits of state action in a community whose adm 's- 
trative resources are strained to the limit. In the last tice 
or four years, realism and pragmatism have become to 
some degree the basis of official policy. At the enc of 
1954 the aims of economic policy were restated by ‘Xt 
Prime Minister and the Minister of Finance. Their © 
phasis was placed upon the need for expansion in both pu! 
and private enterprise if they are to reach the object! of 
doubling the national per capita income in a generation and 
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1870 — THE BENGAL IRON WORKS, KULTI 


1918 — THE INDIAN IRON & STEEL CO. LTD., HIRAPUR 
1937 — THE STEEL CORPORATION OF BENGAL LTD., NAPURIA 


now amalgamated and forming 


THE INDIAN IRON 
S STEEL CO. LF 


BENGAL 


PUBRNEOR, WEST 


producing 


SPUN IRON PIPES BILLETS 
VERTICAL CAST IRON PIPES BARS 


‘ASTINGS RAILS 


GENERAL IRON C 
(4 OUNCES TO 40 T 
MACHINE CAST PIG IRON JOISTS 
BENZOLE ANGLES 
TOLUENE CHANNELS 
COAL TAR BLACK SHEETS 
AMMONIUM SULPHATE GALVANISED SHEETS 
SULPHURIC ACID CORRUGATED SHEETS 


UE 


Te eal 
Managing Agents: MARTIN BURN LTD 
12 MISSION ROW, Calcutta, India 
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The place of Tatas in India’s economy 
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largest integrated works in the Com- 
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Tatas started with textiles. Now the More than 65% 
four Tata mills each year produce is made by Tatas. 





The Tata Iron and Steel Company N&arly 20% of all the electric power The Tata Locomotive and Engi: 
now being produced ii 








a 
neer- 


being in India comes ing Company Limited manufactures 
monwealth, produces 1,067,000 tons of from the Tata Electric System, still steam’ locomotives and boilers as well 
steel, 70% of India’s annual output the largest working in 


country as diesel trucks and bus chassis 





of India’s soda ash One in every eight radio sets pro- 
Caustic soda, zinc duced in India is made by Tatas. 


loth th £8 enough to chloride, sodium bicarbonate are other Their plant, in Bombay, has the high- 
docks are pg gt million people important Tata chemical products est installed capacity / the country 





Peace are the chief Indian manufac- About 85% of the capital of Tata The Indian Institute of Science, en- 
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tu ashing and toilet soaps Sons is held by charitable trusts. dowed by Tatas, is a living force in 
aiar - glycerine and oie Grants for education and other phi- scientific training and research; it is 
ble oils (hydrogenated or otherwise) lanthropic objects are made annually now largely financed by the Centre 












At the Tata Institute of Social Scien- At the Tata Institute of Fundamental The Taj Mahal Hotel is the leading 
ces, graduates study social organi- Research, scientists research hotel in‘ the East, having every mod- 
sation and new scientific methods of in physics and allied sciences, and ern amenity. It recently celebrated 
welfare work in many different fields impart training in nuclear techniques the 50th anniversary of its opening 


B* providing three essentials of civilised living — basic 

materials, manufactured goods and scientific know-how 
— the House of Tata, one of India’s largest industrial 
groups, is making a significant contribution to that 
country’s advancement. 


Tata enterprises today cover: 


Steel . Textiles . Electric Power . Chemicals 
Locomotives and Engineering . Soaps, Glycerine 
and Edible Oils . Hotels . Machine Tools . Radios 
Insurance . Cement . Industrial Investment 
Social Sciences . Scientific Research 


TATA INDUSTRIES LIMITED 


Bombay House, Bruce Street, Bombay 


Accredited Representatives: 
TATA LIMITED, 18 Grosvenor Place, London, S.W.1. 
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ding, over the next twelve years, 24 million new jobs 
ie agriculture. The public sector might grow rela- 
more rapidly than the private sector, but the govern- 
recognised the need and the place for both. 
Indian government has to reckon with the fact that 
alistic attitude towards the necessity of private enter- 
which the Communists denounce as a “ retreat from 
ism "—can become a serious electoral disadvantage 
n two conditions, The first is the obvious condition 
success Of the government’s efforts to expand 
ces and wealth. The second is the growth of a 
sense of responsibility among India’s business leaders. 
last forty years, a new generation of Indian leaders 
en to influence in Indian business. They reflect the 
in Indian capital and the expansion of purely Indian 
ement beside the old resident 
Briush houses. The development of 
ndigenous leadership is naturally 
al to India’s. growth. Yet the 
1 of Indian business also demon- 
the defects of the new business 
Many members of the business 
nity, particularly in the Marwaii 


rujerati sectors, have come to 
ce amd success without any 
n of industrial management. 


f them originally made their 
in commodity trading or specu- 
Largely as a result of this back- 
, they have shown some tendency 
profits quickly and to withdraw 
long-term ventures. There has 
been justified criticism of the 
ial methods employed by some houses and legislation 
designed to check irregularities is pending. Some firms, 
st among them the house of Tata, have been notable 
tions to the speculative outlook. The Tata group has 
iken all manner of long-term industrial investment, 
ing India’s pioneer iron and steel industry. There 
me signs that their example is being increasingly 
d by other firms. Such a development is essential, 
olid, progressive, socially acceptable business leader- 
to emerge in India. 
) significant processes may be hastening it on. The 
ion of government control has eliminated to a marked 
the capacity of private enterprise to speculate heavily. 
same time, the respect given to university education 
dia has encouraged junior members of the leading 
n business families to acquire some knowledge of the 
nities, a respect for economic analysis and a new 
st in research and in the field of labour-management 
ns. 
‘day labour relations are uneasy. Many of the new 
ss leaders have the thrusting nineteenth-century 
ssman’s contempt for the efforts of the working class 
‘tect themselves and enhance their status. They 
comp.ain that Government support for the trade unions 
' official bias in the labour tribunals have foisted on to 
icustry a wage-scale which is unrelated to productivity, 
pers expansion and thus actually increases unemploy- 
men! and misery among the workers. 

the side of labour, the largest organisation—the 

n National Trades Union Congress, with affiliations 
the Congress Party—numbers 1,400,000, but its 

positon is challenged by the Communist-dominated All- 
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India Trades Union Congress with some 800,000 members, 
Both unions officially support extreme socialism. There is 
little moderate trade union leadership or developing 
interest in productivity. In short, relations in industry tend 
to rest on little more than a truce and any worsening of 
conditions could give the extremists the opportunity to try 
out the techniques of direct action which are laid down 
for Communist militants in the current party programme, 
“The Tactical Line.” Once again, therefore, the possi- 
bilities of peaceful development depend upon the achiev- 
ment of dynamism in the industrial economy—and its 
achievement within the next few years. 

Yet the industrial community is still small. Agriculture 
employs, though not fully, 70 per cent of the working 
population; small enterprises provide work (but not enough) 
for 10 per cent and non-agricultural 
pursuits and industry provide jobs for 
30 million. It may well be the peasant, 
not the town worker, who will deter- 
mine the type of revolution which India 
must undergo. In the countryside, 
there are pressures at work, not perhaps 
as explosive as the discontent of the 
Cities, but potent and growing. On the 
one hand, primitive techniques in agri- 
culture keep the villages in a stagnant 
state of scarcity. On the other, the 
problem of land reform, though not 
perhaps as urgent as in China, is 
inescapable and widely exploited by the 
Communists. 

It is also exceptionally complicated. 
To Western experience the Indian 
landlord-tenant relationship appears very strange. The 
“landlords "—zemindars, jagirdars and inamdars—who 
are known by fifty different names in different 
parts of India, are none of them quite landlords in 
the English country gentleman, fee simple, sense ; nor 
are they quite the same as each other, or even quite the 
same in all parts of India. They might be alienees of the 
land revenue, or feudal nobles with their own police and 
courts and excise, or farmers. of‘ the revenue and semi- 
independent chieftains made owners of the soil by British 
fiat: Their tenants were often strictly speaking subjects 
rather than tenants ; and more often still they were, and 
regarded themselves as being, the original owners of the land. 
From early days, therefore, the rights of jagirdar and 
inamdar and zemindar were in most parts of India regarded 
as limited by the rights of their tenants ; the first Tenancy 
Act in Bengal goes back to 1859, and after that, other Acts 
followed in a steady stream, until by 1947 most tenants 
were protected reasonably well in most places. What 
worried the tenant was less the direct incidence of his tenure 
than the harassments to which he was subject—bribes to 
the agent, illegal cesses, unjustified suits for eviction. His 
rights were not always as effective in fact as they were 
extensive in theory. Moreover, in some areas even theoretical 
protection was lacking and behind the tenant followed the 
landless man, usually an untouchable and lodged perma- 
nently at the lowest rung of the village ladder. Thus, even 
if the Indian peasantry has more stability than the Chinese 
and has also been spared the upheavals of revolution, 
invasion and civil war, the seeds of disorder are there. 
The countryside, like the towns, has to discover the 
dynamism of increasing resources. 
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The First Five Year Plan 


Bc Dynamism and Planning 


N theory, at least, the steps can be laid down by which 
I a static subsistence economy is transformed into a 
dynamic economy based upon exchange. The essential 
point is to release from agriculture the saving and the man- 
power needed to develop an industrial sector. It is the 
essence of the Communists’ claim that they, with their 
revolutionary rural policy, their vast schemes of industrialisa- 
tion and their saving held at 25 per cent of the national 
income, have solved the problem of economic dynamism, 
and this claim is undoubtedly one of their strongest appeals 
to Asian discontent. It is, of course, yet to be seen whether 
the method has much relevance to the hungry, over- 
populated lands of the East. 

There are, in fact, very good reasons for supposing 
that neither the particular Russian experiment nor the 
general Communist technique of development is strictly 
relevant to India’s problem. Russia was in 1917, and 
indeed still is, an area in which population exercises no very 
great pressure on resources. It follows that the Soviet 
experiment has not suffered a catastrophic setback from 
the relative failure of productivity to rise in agriculture. 
A basic feature of the new Kruschev policy for expanded 
food supplies is to bring millions of acres in Central Russia 
under the plough for the first time. Only a country with 
considerable reserves can thus rely on extensive cultivation 
to counter the rise in population. In India, the opening 
of new land on a very large scale is pos- 
sible only as a result of elaborate irriga- 
tion schemes—in other words, only after 
a large outlay of the country’s scarce 
capital. Communist China faces the 
same dilemma since its population of 
nearly 600 million already exercises an 
intolerable pressure on the land. 

But there is another and more funda- 
mental reason why the Communist 
pattern of massive industrialisation and 
forced saving at the expense of the 
peasant is likely to prove a false guide 
to Asia. The failure of Soviet agri- 
culture to keep pace with Soviet growth 
is not a coincidence. It probably represents a flaw, a 
“contradiction” inherent in Communist policy. The 
peasant whose standards are depressed to provide capital for 
heavy industry has no inducement to increase productivity. 
He is not permitted to eat the extra food. Heavy indus- 
try does not provide consumer goods, therefore he has no 
inducement to sell. His output falls and forced deliveries 
to the cities only discourage still further his will to produce. 
Countries such as Hungary and Rumania, which once 
produced an export surplus of foodstuffs, have had to 
adopt domestic rationing. In the long run, no doubt, the 
contradiction can be overcome when at last the Communist 
leaders come to see that not the power of the state— 
expressed in heavy industry—but the needs of the people— 
expressed in consumer goods—are the true end of an indus- 
trial system. Then at last the countryside can recover some 
natural inducement to expand production. But meanwhile 





agriculture lags behind. In economies with a food surplu 
such as the Eastern European satellites, or in a count 
like Russia where there is no pressure of population upon 
resources, starving the countryside and building up hea 
industry may prove no more than a costly error from whi: 
wisdom can be learnt. But in India or China, any failu: 
of agriculture to keep pace—let alone to suffer such cata 
trophic falls as have occurred in Soviet stock-breeding | 
in East European grain production—would denote not 
“aberration” but wholesale famine and death. 

But Russia is not the only pattern of dynamism. 
Japan, for instance, the economic basis of the Meiji revo! 
tion was land reform coupled with a large increase 
agricultural productivity. Savings could be released fr: 
agriculture while agricultural wealth grew at the same tin 
Industrial development did not exclude small consun 
enterprises, and as the peasant’s purchasing pow 
increased, there were goods for him to buy. He did : 
have to content himself with patriotic contemplation o! 
giant new steel mill. The issue has more than econon 
implications. Forced saving on a massive scale is virtua 
impossible to combine, in any very poor country, with | 
methods of democracy. Rising agricultural producti 
and expanding consumer industry help to give a margin 
popular content within which free institutions can functi 

There is thus no basis for the Communist claim 
provide the only or even the most suitable pattern 
economic advance in backward areas. On the contra: 
neglect of the peasant has so far pro 
a severe obstacle to higher standard 
consumption and to political conso! 
tion. Yet before the Western pov 
take any encouragement from this “ c 
tradiction” in the Soviet pattern, | 
would do well to remember that 
not enough to point at the shortcom 
of the Soviet method if other means 
to give the peoples of Asia the adva 
they seek. Provided enough people 
sacrificed, provided a sufficiently 
tyranny is enforced, provided 
intoxication of state power can be m 
tained as a substitute for personal s 
faction, the Soviet method does produce results. Ther ' 
much direct evidence from India today to suggest that 
Indians of the cities at least want results above all. 

The present Indian Government has made its choi 
the methods it will use for Indian expansion. The ° 
Five Year Plan, nominally launched in 1951, but 0m) 
fully in operation for the last two years, reveals at once 1a! . 
the Indian Government has given first priority to agriculture 
and has rejected patterns of investment which put the pos 
bility of spectacular industrialisation above the risk of infla- 
tion or of living standards held down by forced saving | 
which is more usual—of both together. According t 
forecasts of 1952, Indian national income in constant p!'-«* - 
was expected to rise from £6,750 million in 1951-52 
£7,500 million in 1955-56. About eighty per cent o! >" 
increase would be absorbed by rising population and per.) S 
by some small and much needed increase in consump'’”. C 
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narrow margin left available for saving would, it was 
d, allow net investment to rise from five per cent of 
nal income in 1951 to seven per cent by 1956. Even 
\tter proportion would be low—in advanced industrial 
tries it is usually at least twice as high—but it realisti- 
reflects India’s poverty and the degree to which con- 
tion cannot physically be much further reduced. The 
remains that the percentage could fail to generate the 
d momentum and might thus prove insufficient to 
the whole economy forward into a rising spiral of 
ction. 
monetary terms, total investment during the Plan 
should amount to about £2,100 million—just over 
) million for the public sector and about £450 million 
ate industry. But it is very doubtful whether th 
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he 
nery exists to secure the diversion to saving of the 
{£2,100 million. The Plan in fact does not count on 
ssibility. Some £700 million of public and private 
nent were not specifically covered in the original 


2. The Rural Sector 


apportioning of capital between the various sectors 
economy, the Indian Government demonstrated its 
hat expansion can come only if the rural community 
ricultural production were given first priority. The 
g tables give the broad orders of magnitude. 


I—DEVELOPMENT EXPENDITURES IN THE 








PUBLIC SECTOR 1951-56, 
UNDER INDIA’S FIVE YEAR PLAN 
Percentage 
i 
| Million of Total 
| \ J Muttiay 
i community develop 
ree ae re ee ee 270-8 17-5 
RING) CO oe Pier die cs 09s s 320-8 27-1 
1d communications ..... 372-8 24-0 
oa PORES as he eee 129-8 8-4 
b oSiaaty ak teres 255-0 16-4 
it, tke ete eee es 63°8 +-] 
ebiatg a MOR alice & Kid wie ke 99-0 A°9 
9 Ca ulate s Mara RS dake 6c 6 1552-0 UU-O0 
tire 1s the total prior to additions made tn 1953 


e general fields of expenditure represent first of all 
ntrated effort to bring change and growth to the 
trongly traditional rural life of 70 per cent of India’s 
The broad objective is an increase in agricultural 
ion in the following categories : 








II—TARGETS, UNDER INDIA’S FIVE YEAR PLAN, 
PRINCIPAL AGRICULTURAL CROPS, 1955-56 
7 Estimated 
i Percentage 
Output Target Increas 
1950-51 1955-56 | 1950-51 
| to 
1955 56 
us (million tons) 54-0 61-6 14 
( nillion bales). ... 3-0 4-2 i 42 
hon bales)...... 3°3 5-4 63 
aI ine (million tons). | 5-6 6-3 13 
Oj (million tons) ... | 5-1 5-5 8 
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But a variety of means was foreseen to secure first these 
targets and later a steady agricultural expansion in all fields. 
Agriculture cannot be changed without changing the 
agriculturalist. The. most ambitious aspect of the Plan is 
its aim to bring what amounts to a social revolution to over 
500,000 Indian villages. Experiments in this direction 
egan as early as 1948 with the various Grow More Food 
campaigns. But these first attempts suggested that a piece- 
meal approach—here a ditch, there a well—failed to rouse 
the country people’s imagination and support. Since 1952, 
therefore, the Government has concentrated upon its plan 
tor Community Projects. 

These group together blocks of villages—usually there 
are about 100 villages and 50,000 people to each block— 
and in them, with the help of trained village workers, the 
attempt is made to bring new methods and new knowledge 
to every aspect of village life. 

Since this work came to cover most of the activities of 
government, it was necessary to fit the new structure of 
Community Projects into the wide pattern of administration. 
A Community Projects Administration was established 
under the Planning Commission and in each State a 
Development Commissioner designated to co-ordinate 
activities in his area. Under him, the traditional hub of 
Indian local administration, the Collector, was to add 
responsibility for development to his existing functions of 
collecting revenue and keeping the peace. Below him, each 
Project has its officer in charge and below again, the 
village workers maintained direct contact with the villagers. 

The Community Projects were steadily extended in 1953 
and 1954. Even so, the feeling grew that the pace was still 
too slow. In October, 1953, the Government inaugurated 
a National Extension Service to press on with preliminary 
development work in blocks of about 100 villages each. 
The two services together should cover a quarter of India’s 
rural population by the end of 1956. By 1961, it is hoped, 
both services will cover the entire country. By 1966, the 
more intensive Community Projects should be general. 

An essential element in the success of this rural revolution 
is, naturally, to secure enough trained village workers. 
Forty-three centres have so far been opened, giving the 
students about eighteen months’ training, of which a year 
is spent on basic agriculture and six months in practical 
work in the villages. Over 4,000 workers have gone 
through these courses. In addition, the Community Projects 
Administration has started training workers in “ social 
education” and in public health to assist in the general 
raising of standards in village life, and one day. the hope is 
to have at least two such officers attached to each block of 
100 villages. There are also plans for training centres to 
bring women into rural extension work. 

The success or failure of India’s Plan may well depend 
upon this vast effort to reach the peasant and to persuade 
him not by violence but by education, demonstration and 
encouragement that a dynamic economy is to his advantage, 
and that he can play his part in bringing it about. But 
his readiness to do so depends in some degree upon factors 
which lie outside the scope of the Community Projects. A 
villager, for instance, can become interested in improved 
seed and in the use of fertilisers only to have his optimism 
blighted by a season’s drought. Minor irrigation works 
fall within the scope of the Community Projects and are 
exceedingly valuable. But the large scale irrigation which 
can alone counter the vagaries of the monsoon and open up 
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new land depends upon the provision of large sums of 
capital and the organisation of public works on a major 
scale. 

The original Plan therefore devoted considerable 
resources—{202.§ million—to the building of three large 
multi-purpose schemes for irrigation, power and flood con- 
trol in the Damodar Valley, on the Sutlej River at Bhakra- 
Nangal and on the river Hirakud in Orissa. The Plan also 
allowed for another {127.5 million to be spent on other 
major and minor irrigation schemes. The result was -pre- 
sumed to be an additional 20 million irrigated acres—or a 
40 per cent increase in irrigated land—while installed 
capacity of electricity would grow frem 2.3 million kW. 
in 1951 to 3.5 million in 1956. A part of this increase was 
earmarked for rural electrification on which an expenditure 
of £202.5 million was forecast for the period of the Plan. 

Lack of water or power may be a powerful deterrent to 
rural reorganisation, but it is not so paralysing as insecurity 
of tenure and uncertainty of status. If the peasant doubts 
whether his increased efforts will benefit him or his land- 
lord, his instinct is to cling to the old ways, and not waste 
work on an increment he may not receive. Moreover, it is 
at this point, in the peasant’s right to his land, that Com- 
munist propaganda has found its most successful point of 
entry in other parts of Asia. Land reform is therefore an 
essential factor in the hoped-for revival of the country- 
side. It is not, of course, a new aspiration in India. “The 
land belongs to Gopal,’ Mahatma Gandhi used to say}; 
and “the land to the tiller” has been a Congress slogan 
for a quarter of acentury. The aim is to create a society of 
small owners whose ownership will be permanent (unless 
they themselves wish to change over to co-operation) and 
not just a step on the way to collectivisation. The tiller gets 
the land, but the landlord keeps enough land to become a 
tiller himself; and he receives some compensation for 
the rest. 

Because there is this double need, to make the tiller the 
owner, and to treat the landlord as gently as possible, Indian 
land reform is a complex problem. It is made more complex 
by the fact that land reform is a State subject, and each 
State already had a large body of land law in 1947. The 
State Governments have, however, decided to wipe the slate 
clean. The proposals for land reform cover four main heads. 
Zemindari, jagirdari and inamdari are to be abolished every- 
where. Tenants are to be given a fixed and limited rent, 
the right to buy out their landlord, and security of tenure. 
A start has been made on prohibiting any holding of land 
larger than a man can cultivate himself ; and the land thus 
made available, together with waste land and land made 
available by Bhoodan (voluntary land gift) donations, is to be 
used to give land to the landless. Since each State Govern- 
ment is responsible for its own programme, uniformity of 
approach and progress could hardly be hoped for, but the 
main direction of the programme is the same from one end 
of the Indian Union to the other. 

One other impact of the Plan upon village life 
should be recorded. Some {22.3 million have been set 
aside for assisting small industries and such village crafts 
as oil and soap making, hand spinning and weaving, paddy 
husking and leather work. Handloom textiles are protected 
by various devices including a cess charged on mill cloth 
to finance the khadi and handloom industry. Excise duties 
on cloth, soap and footwear are adjusted to give relief to 
small producers. 
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3. The Industrial Sector 


Having given first priority to agriculture, the Indian go\ 
ernment has approached the industrial sector with modes: 
and realism. There is no sign of the typical Communis: 
fallacies—the forced pace of industrialisation at whateve: 
cost, the grandiose building up of heavy industry unde: 
government management to the exclusion of the private o 
small-scale production of consumer goods. If the part played 
by government in the Indian plan is large, the fact reflect 
only to a certain degree the bias of thought in the Congres. 
party towards socialism as the ultimate form for the India: 
economy. The real necessity behind high public expendi- 
ture is that in the essential sectors of transport, communic: 
tions and public utilities—upon which the expansion of th 
whole economy rests—private enterprise has neither the 
reserves nor the desire to provide massive investment: 

Most new government enterprises in India—many « 
them started before the present Five Year Plan—are relate: 
directly or indirectly with the basic services of the con 
munity. The Chittaranjan Locomotive Factory, the Railw: 
Coach Factory at Madras, the Vizagapatam Shipya: 
the Indian Telephone Industries serve transport and con 
munications. The fertiliser plant at Sindri is linked 
agriculture. A heavy electrical plant is still under conside: 
tion to serve the expansion of power. The machine 
factory at Bangalore represents the main excursion in 
general manufacture. True, the government expects 
public sector to expand. It apparently intends that 
increase planned in iron and steel shall take place « 
under government control. But in spite of this policy, | 
fact remains that the first Plan has limited public in\ 
ment in industry to one third of the expected investm 
from private enterprise. 

In the private sector, too, the largest expansion has be 
forecast, not for heavy industry to the exclusion of « 
sumer goods, but for a balanced range of industries ser\ 
either the basic equipment of the economy or ¢x; 
industries or the most urgent needs of the consumer. 1 
table (Table IV) on page 14 gives a number of indus! 
targets with the degree of fulfilment achieved by 1954. 1! 
it is only necessary to point out that some of the la: 
increases were planned in such fields as fuel and po 
(the petroleum refineries and a 164 per cent increase 
coal and coke), in agriculture (a 148 per cent increas 
power-driven pumps and an 809 per cent increase in di 
engines), general construction (a 78 per cent increas 
cement), and consumer and export goods (a 26 per 
increase in mill cloth, a 100 per cent-increase in handloo™ 
cloth, a 425 per cent increase in bicycles). To accomp!s) 
these and other targets, private industry was expectec ‘0 
provide £240 million in fresh investment, of which it 
expected about half would come from “ organised indus‘ 
Moreover, these estimates leave out of account the emp! 
laid by the government upon village and workshop indu 
all of which is engaged in the production of consumer ¢' 
and which has the added advantage, in comparison \ 
large-scale heavy industry, of creating maximum 
employment. The Indian government has not put ©» 


building of sensational labour saving monsters of inc\s- 
trialisation before the more modest problems of the peo; 
daily bread. 
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Pioneering for 


TO THE OILMEN of today goes the credit, and the 
adventure, of opening up many of the waste places of 
the earth. Under deserts, prairies, marshes 
and seas, otherwise bleak and unharvested, may lie oil. 
Oil for lamps, for cooking stoves, for industry, 

for farming, for the world on wheels, the ships and 
aircraft of all nations. The oilmen must 

always go out and find new sources of supply, 

so great is the demand. They must drill 

the wasteland to dredge up the liquid treasure 


that the earth holds imprisoned. 


But that treasure has to be located first. 

More than a million wells have been drilled for 
oil through the earth’s surface during 

the last ninety years. But only a fraction of 

these exploratory drillings have found oil. 

Shell Research is constantly advancing the science 
of oil-finding. Today the aeroplane, the 

helicopter and the seismograph (measuring waves from 
man-made earthquakes) help the geologist, the geophysicist, 


the mineralogist and the palaeontologist. 


The search for oil is still an adventure, still 
an advance into the unknown. The oilmen are like the 


migrating cranes in Homer, settling ever onwards, 


research backs the pioneers 


a ded 


THE SHELL PETROLEUM COMPANY LIMITED, ST. HELEN’S COURT, LONDON, E.C, 3. 
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es Agriculture 


r*HERE can be no doubt that the first three years of 
j the Plan have seen startling improvements in India’s 
nomic position. The increase in national income has 
n three times greater than that of population and the 
capita income of the Indian citizen has increased by 
ut five per cent—a level which the Plan did not foresee 
1 1956. This remarkable growth has been due to 
atly increased output throughout the economy—an esti- 
ated 18 per cent increase over 1951 in agriculture, and in 
lustry a 40 per cent rise above 1950. Particular benefit 
the consumer has followed from the achievement of 
isual advances in the two main items of consumer 
xpenditure—food grains and cotton goods. Food grains 

1953-54 increased by 11.4 million tons to 65.4 million, 

nereas the increase forecast for 1956 was only 7.6 million 

ns. Cotton reached 76 per cent of the 1956 target with 
yutput of nearly 4 million bales. 

These achievements have been primarily due to two 

xceptionally favourable monsoons. The Planning Com- 

ission’s estimate is that, of the total increase of 11.4 

lion tons in food grains, at least six to seven million 

must be put down to the favourable weather. The 
ther five million, however, may be due to basic improve- 
rents and thus prove a more permanent gain to the 
cconomy. 

The two factors which more than anything else have 
contributed to this long-term improvement are the addition 

f over seven million acres of newly irrigated land and 
the increasing interest displayed by the peasant in agri- 
cultural productivity. Major schemes of irrigation are 
responsible for 2.8 million acres of newly irrigated land, 
the remaining acres are the fruit of a variety of small 
experiments such as the sinking of tubewells, the recon- 
struction and repair of old wells and the digging of dams, 
channels and tanks. Much of the work has been done by 
the villagers themselves under the egis of the Community 
Projects. 

Perhaps the best index of a growing interest in agri- 
cultural productivity is the increased demand for fertiliser. 
The consumption of ammonium sulphate went up by 50 
per cent between 1950 and 1953, and demand in 1954 was 
higher still. There have been signs, too, of growing interest 
in improved methods of cultivation—in rice, wheat and 
cotton. The Planning Commission estimates that the 
farmers have matched, with their own work and contribu- 
tions, nearly half the total expenditure incurred by the 
government for Community Projects—over {2 million. 

It is naturally difficult to assess the success of pro- 
grammes which attempt to touch the livelihood of nearly 
300 million country people. In the Community Projects, 
for instance, so much depends upon local leadership that 
it is possible for the same approach to produce excellent 
results in one area and to make little mark upon another. 
Some objective standard can perhaps be found in the degree 
to which expenditure under various agricultural plans is 
keeping up with the estimates originally outlined in the 





The Plan in Action: 19f1-1954 
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Plan. In the Part A States (the old provinces of British 
India) the average outlay in the first three years has 
amounted to about §0 per cent of the proposed figure 
and in the old Princely (or Part B) States, the estimate is 
nearer 40 per cent. In certain states, however, Travan- 
core-Cochin for instance, the expenditure is less than 
20 per cent. It is this local variety which helps to 
explain the different judgments passed in India itself on 
the success of rural policy. Some critics underline the 
inadequacies and the growing pains—the shortage of trained 
workers, the insufficient supplies of fertiliser and improved 
seed. The Planning Commission itself is concerned lest 
local schemes become the preserve of the wealthier peasants 
and fail to touch the mass of ordinary villagers. Other 
estimates of the rural revolution are, however, more 
optimistic. 

Taking the contribution of increased irrigation to equal 
a 10 per cent increase in food grains, more intensive use 
of fertilisation seven per cent and new methods of cultiva- 
tion perhaps five per cent, some Indian observers contend 
that there has been a 22 per cent increase in the output of 
food grains and that such a rise not only covers the annual 
growth of population but creates a reserve equal to any 
likely fluctuation in the monsoons. This evidence of rising 
agricultural productivity they attribute above all to the 
efforts of the people themselves and see no reason why, 
as more areas are brought under the dynamic influence of 
the Community Projects, the rising curve of output should 
not be maintained. In fact, if the major and minor irriga- 
tion schemes forecast for the second Five Year Plan are 
added, a 30 per cent increase in food grains should be 
secured by 1961. The problem of food production—the 
stumbling block so far in all Communist development 
—is, they maintain, on the way to solution by the non- 
violent methods of the Indian rural revolution. 

Progress in land reform presents a fairly complex 
picture. The general framework is now worked out. The 
intermediary landlords—zemindars, jagirdars, and inamdars 
—are to go, according to principles which vary only in detail 
from one part of India to another—although only five states 
have actually abolished them. The land thatthey cultivate 
themselves they keep. If that is not enough to give them a 
reasonable holding, they are in many states allowed to 
resume some land from their tenants. The rest is all taken 
over ; rent is thenceforward paid to government as land 
revenue, and the tenant of the land becomes an owner on 
payment of a sum normally fixed at so many multiples of 
the land revenue. 

Like everything else, compensation varies considerably 
from state to state, but the principle is to fix it in multiples 
of the net rent. There are innumerable variations, but the 
general result is that the little man, of whom there are many 
hundreds of thousands, will get very nearly the same income 
from his three per cent bonds (most compensation is paid in 
three per cent twenty-year bonds) as he received from his 
land ; the wealthy man may find his income reduced to one- 
tenth or less of what it was. Charities and religious 


foundations are completely protected against loss of income. 
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The abolition of these superior tenures is the biggest 
operation in Indian land reform. Compensation will amount 
to over £350 million. In many states the scale of compensa- 
tion is having an inhibiting effect on the government’s 
willingness to press forward with reform. ‘Nevertheless the 
leadership of Rajput and Brahmin in the countryside, already 
weakened by universal suffrage, will be further eroded. 
Control will go finally to the great cultivating castes, the 
Marathas, for example, or the Reddis, or the Jats. 


With this abolition of superior holders, nearly all those 
who were already protected in their tenancies before 1947 
will become owners. Tenancy, however, remains. It 
probably covers less than a quarter of India altogether, but 
in some areas—parts of the Deccan, or the Punjab—the 
tenants are important, and in some distticts, Nalgonda or 
Pepsu, for instance, their problems have led to violence. 
Legislation to protect them is very uneven. Bombay, since 
independence, has enforced a complete code, Bihar has done 
nothing. The Bombay legislation may be taken as typical 
of the policy other states will follow even if they have not 
yet started. Under it, rents have been reduced to one- 
sixth of the crop. Eviction is permissible only on strictly 
limited conditions. Other provisions lay it down that 
leases must be for a given number of years with an almost 
automatic right of renewal, that tenants must be com- 
pensated for improvements, and that they can buy their 
landlords out compulsorily at a price to be fixed by a 
tribunal. Very strict limits have also been placed on the 
tenant’s power to sublet and to mortgage ; experience has 
shown that otherwise he is liable to lose his land or to turn 
into an idle landlord himself. 


The aim of reform is in general clear. Already in 1951 
two thirds of India’s agriculturalists listed themselves as 
owner-cultivators ; in another five years the figure may be 
four fifths or more, and many of the rest will be protected 
tenants. Indian land is going to the man who tills it on a 
scale the world has never before seen, and by peaceful 
means. But there have been, inevitably, weaknesses in 
execution. Complaints have reached the Congress party of 
evasions of the law by landlords—village records have been 
changed, property divided among relatives to avoid its 
redistribution, There have been widespread evictions, par- 
ticularly in the Punjab and Pepsu. But perhaps the greatest 
weakness in Indian land reform lies not in the programmes 
for the tenant, but in the lack of them for the landless 
labourer. He is a limited problem, since only one agricul- 
tural family in seven is landless ; but in some areas, such 
as Travancore-Cochin and Tanjore, the problem is con- 
siderable. Government waste land is now to go to the land- 
less ; and the Bhoodan (land gift) movement has already 
collected enough land for some three quarters of a million 
families. The surplus from large holdings will in due course 
provide more. But the problem is not completely soluble 
except by industrialisation which should draw the extra 
people away from the land altogether. 


Industry 


The upward movement in Indian industrial production 
has not only produced levels of output 40 per cent above 
those of 1950, but it covers a steadily widening variety of 
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products. The following table gives the figures of produ 
tion in a number of industries: 


TABLE IV—-ANNUAL INDUSTRIAL PRODUCTION 
IN SELECTED FIELDS 





Prior Pla 
Unit to |1951-52)1953-54 Ta: 
Plan | 





Iron and steel :-— 


Phe WO 56 aos biwee) | tons ('000)| 1,572 





| 1,740 | 1,651 | 2,8 
Finished steel........ 4 976 | 1,083 | 1,081 | 1 
Aluminium ......... Ve | tons | 3,677 | 3,905 | 3,846 | 12 
Agricultural machinery:— | 
Power-driven pumps .. | no. ('000) 34 | 46 28 '80 | 
Diesel-engines ........ | number 5,540 7,263 | 5,244 | 5 
Railway rolling stock :— 
Locomotives .......45 ” ; Ta. | 27 | 86 | 
Wesons 060s i cece be | 1,095 | 3,707 | 6,892 | 30 
CoOte as vies eves a 479 | 673 786 | 4 
i 
Electric motors......... | HP (000) ' 99 | 154; 161! 
Electric transformers.... |KVA (’000) 37:4. 202: }- 327 | 
i i | ' 
Fertilisers :-— 
Ammonium sulphate.. | tons (’000) | 46 | 95 307 
Superphosphate ...... ss 55 | 57 66 
i , 
Cimett aes Be | » | 2,692} 3,281} 4,028 | 4; 
Cloth :— | 
iill-miade. 3... usk css mn. _ | 3,718 | 4,134 4,906) 4 
Handloom 6.05. sinc ss | 742; 900; 1,200) | 
| 
Dewalt eit. si oo cde | m0. ( ‘000 101 289 
Sewing machines ....... rae 32°9 | 68-4) 
POU ot oes) Rae aaah ao ats | tons (’000) = 931) 864) 1 
Woollen manufactures .. | Ib. ('000) | 18,000 | | 26, 900 | 19,600 | 25 





But in spite of undeniable advances, there is some qu 
tion whether the figures represent a rate of investme: 
sufficient to secure a sustained upward movement in 
entire economy. In the first place, the most spectacu! 
expansion—that of cotton cloth—reflects to some extent th 
increased purchasing power flowing from two good mo! 


soons. High consumption was enough to keep both m:! 


producers and handloom weavers fully occupied. Yet 1! 
increase could largely be met by using existing capa 


more fully. New industries have, it is true, been established. 


In 1953/54 alone, six new textile mills, as well as cemen! 


paper and glassworks have gone into production and many 


companies have expanded their capacity. The rate of f: 
investment is also increasing. The average was only ; 
million in the first two years of the plan but it rose 


£30 million in 1953/54. Capital formation may h ¢ 


risen above .nine per cent of national income. Yet 1! 
figures leave well over half the original estimate to 
invested in the remaining two years of the plan. 


Government investment has also fallen behind in ‘1: 


industrial sector; only some {21.8 million have be 
invested so far out of an estimated £70.5 million. Th 
shortfall means that £48.8 million will have to be four 


f 


fake 


in each of the remaining two years, a formidable figure 


even though {24.8 million is probably covered by 


new steelworks which the German consortium Krup)- 


Demag is erecting for the Indian government. 


It is not simply a question of a general lag. The arcas 
in which the shortfall has occurred are also pepe it. 


Government investment is behindhand in some of the b 
sectors of the economy—sectors upon which the — vt 
of the rest depends. Steel expansion has amounted to | 


c) 
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\ 
\ 
. P&Q@ to INDIA 
\ \ 
It was in 1842 that the P xO opened the India 

Mail Service giving to that country its first regular 

and reliable communication with Britain. Toda 

P & O vessels call at Bombay and at Madras and ) 

Calcutta and are as familiar a sight in India’s 

harbours as they were more than a century ago. 
‘Travelling to India in one of their ships is still the 
| pleasantest way of getting there, as well as the 
‘ most comfortable. \ 
\ P & O Head Office @ 122 Leadenhall Street, London, E.C.3 } 
Q Passenger Office @ 14/16 Cockspur Street, London, $.W.1 \ 
Agents in India e Mackinnon, Mackenzie & Co. Ltd. 
2 POOLE LOCOCO LEC OEE LOCO LOCOCO ALC ALE ACOA TD OOOO DIODE ODOC LOO LOO DOO LOLA 
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RADITIONALLY agricultural, India is becoming the scene of much 

industrial activity, her iron and steel industry being a leading example. 
Here, as in so many other industries in India, Hollerith is playing an 
| important part. 

The Tata Iron and Steel Company introduced Hollerith machines and 
methods in 1929, and rely on Hollerith for all main accounting requirements. 
q These include accounting for Factory and Sales, Costing Department and 
ia §6Labour Shops, and the control of Stores and Stockyards. Hollerith also forms 
an essential link between Sales Control and Production. 


ew Abies 7) —— eee to key executives are THE TABULATOR, issued 
periodically, S, TOO . describing Hollerith methods. Copies 
can be obtained > ater - either of ‘the offices below—on your business 


noteheading, please. - ae 
ROLLERITA 
THE BRITISH TABULATING HOLLERITH (INDIA) Gm 
MACHINE COMPANY LTD LIMITED ACCOUNTING © 
Head Office: Liberty House, New Marine Lines 
17, Park Lane, London, W.1 Bombay 1 (P.O. Box 516) Tel: 32520 
Telephone : Hyde Park 8155 And at Calcutta, Madras, New Delhi 





€1S/551/133 





















16 





INDIA—PROGRESS AND PLAN THE ECONOMIST, JANUARY 22, 1955 


oy 


‘ Y 

THE 
UNITED 

|| ceased to show prudent, solid progress so that it ranks toda, 

|| among the first five Indian banks and has won an honoured pla 

(( MME R C | AL || in international banking. The Bank serves a considerable eross 


: A History of Ttogress 


| The eleven years’ story of the United Commercial Bank Ltd. is one 
| in which its directors justifiably take pride. In spite of the difficu! 
times that India has experienced in this period the Bank has nev: 


cTo 
section of industry, commerce, and public bodies, in addition + 
private individuals, The Quarterly Review, published by 


i 
B \ N K i Bank’s Economie and Statistical Section, is highly regarded by th 
PIAL | world’s banking, financial and public institutions as are its specia 
| studies of such important commodities as jute, tea, mica, etc. T) 
||| Bank’s ninety branches in India, Pakistan, Malaya, Burma and 
| - 1) | London and its arrangements with over 55 foreign banks ensur 
ee || both present and potential clients an efficient world service. 
} 
| 


Chairman: G. D. Birla General Manager : B. T. Thakur 
(Incorporated in India in 1943) ; 7 
Authorised Capital: Rs, 80,000,000 Subscribed Capital: Rs. 40,000,000 
Paid-Up Capital: Rs. 20,000,000 Reserve Fund: Rs. 8,000,000 


Head Office : : = ; 
London Office ; 15 Throgmorton Avenue, London EC2 


2 ROYAL EXCHANGE PLACE, CALCUTTA 
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14.9 per cent of the proposed target. The delay has been 
due in part to labour disputes, in part to the slow formula- 
f plans. Electric power and transport are also some- 
behind schedule. The aim for power for 1956 was an 
ase from 2.3 million kW to 3.5 million kW. Only about 
r cent of the target has been achieved. In transport, 
so per cent of the money earmarked for rolling stock, 
nery and track improvements has been spent and 55 
ent of the target in locomotive building has been 
ed. The difficulty is that the very success of the 
ny in the last two years has enlarged the demand for 
port far beyond the original estimates. The danger 
| shortcomings in these sectors could have an inhibit- 
ffect upon other areas where industrial expansion looks 
ing for the next two vital years of the plan. 


3. Finance 


1¢ expansion achieved in the last three years has been 

nplished against a background of remarkable monetary 

The inflationary pressure caused by Partition and 

by the Korean war has been removed by the firm 

policy pursued by the Ministry of Finance—and 

y the crucial American Wheat Loan. The whole- 

rice index (1949=100), which rose to I1§ in 1951, 

101 by September, 1954. Similar stability is 

in the country’s balance of payments in spite of 

rable fluctuations in the last four years. In 1950-51 

rean export boom gave India a favourable balance 

{41.§ million. But in 1951-52 drought and crop 

forced up the imports of food, and the result was 

of over £97.§ million. By 1952-53 a surplus 

arned once more—of {55.5 million. The favour- 

harvests made possible lower imports of food and 

n, and again in 19§3-§4 a surplus of £36 million has 

rged. As a result, the sterling balances, which were 

iuced by £120 million in the famine year of 1951-§2, 
risen again to over £§2§ million. 

he Indian consumer has enjoyed the benefit of this stable 

ckground in the form of steady and falling prices. Yet it 


The Next 


1. Domestic Saving 


Ta Government of India is well aware of the strain 
which the whole economy is likely to undergo if 
clopment expenditure is to be sharply increased. 
hing has been more impressive in the last five years than 
handling of India’s finances and the extent to which wise 
cies have controlled inflation and manipulated the calcu- 
-d risk of renewed inflation which is inherent in large 
nding in a poor country. The search for new domestic 
ces of real saving is needed but there can be no doubt 

it it will be sustained. 
A first necessity is clearly to secure new saving from the 
ricultural sector and presumably ‘the decision to nation- 
ise the Imperial Bank of India and certain State banks 
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raises the query whether the stability has been due to a 
proper balance between saving and expenditure or rather to 
a tte of expenditure too modest to create any very extra- 
ordinary inflationary pressure. The second possibility 
entails the risk that expenditure has been too low to secure 
a lasting upswing in the whole economy. The expansion 
achieved could denote no more than the “ conjuncture ” 
of two exceptional monsoons with all the release of con- 
sumers’ purchasing power which they have brought about. 
But the expansion, to be sustained, must rest on a rising rate 
of investment. 

Expanded output has brought about a five per cent 
increase in consumption. The rate of investment may 
have risen by nearly double that figure. This is a much 
more encouraging outcome than the rise to seven per 
cent forecast by the Planning Commission for 1956. Yet 
official estimates of capital expenditure are lagging behind 
the expected rate. Moreover, those lower figures are not 
in fact being financed entirely from saving. Of the outlay 
incurred so far under the Plan, only about 60 per cent 
represents real savings. About 15 per cent has been provided 
by foreign assistance. But 25 per cent represents 
drawing down cash balances, the sale of securities held in 
reserve and short-term borrowing. The State Governments 
have been the main offenders. While the Central Govern- 
ment has more than fulfilled its obligation to provide real 
savings, the States have not covered 50 per cent of their 
outlay by the provision of real saving. Yet if the targets 
of the Plan are to be realised, expenditure must be far higher 
than at present in the last two years of the Plan. Public 
expenditure for 1955 is estimated at {427.5 million. The 
figure for 1956 would need to be some {£525 million if 
the proposed level is to be reached. Without a marked 
increase in domestic savings or in foreign lending and foreign 
aid, there might be need for £187.5 million in deficit finance 
in 1955 and nearer £300 million in 1956. Such deficits 
would carry a real risk of renewed inflation. Nor is the 
problem one simply of finance. Quite as formidable is the 
degree of organisation, administration and skilled technical 
preparation needed in order to spend £975 million in two 
years—and to do so effectively. 


Two Years 


is related to the need to garner the savings of the rural popu- 
lation. Agriculture has received much of the capital expendi- 
ture of the last five years. The countryside also received the 
major advantage—in the cancelling of debt—from the infla- 
tion of the war and its aftermath. Moreover, land revenue 
is one of the major sources of income collected by the State 
governments and it is they that are falling behind in the 
provision of new savings for development. This revenue 
has been increased in some states but could undoubtedly be 
expanded more generally. The Part A States in 1951/52 
collected 50 per cent more land revenue than in 1938/39. 
But the wholesale price of the most important goods sold by 
the farmers was nearly six times higher than before the war. 
The land revenue may have been too onerous before 1939 
but, even without restoring the old burden, there is room for 
marked increase. State governments in Part A and Part B 
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States also have the right—not exercised by all—to tax 
agricultural income. 

For the future, as irrigation and power and rural seryices 
become more widely available to the countryside, the most 
important task of the states may well be to accustom country 
people to the idea of paying for the services they receive. 
Attempts to increase water rates have been resisted in some 
areas but there has been better success with the introduction 
of betterment levies on newly irrigated land. The State 
governments have undertaken tc raise £22 million from new 
or greater levies but this sum is small in proportion to the 
capital expenditure on irrigation and other services. 

In the economy at large, the possibilities of raising further 
revenue from income and 
excise taxes are limited. The 
pressure on Indian salaries is 
already intense. Most goods. 
except foodstuffs, are subject 
to some customs duties or 
excise taxes and, even though 
increases may be possible, 
they are likely to be modest. 
Higher taxation of business 
profits needs to be cautious 
sisce it entails the risk of 
decreasing the source of private saving. Since, however, 
the business community is falling behind in the provision 
of new saving, higher corporation taxes coupled with 
generous initial allowances on new capital investment might 
mobilise industrial saving. 

Two other possible forms of saving could supplement 
direct and indirect taxation. The first is the expansion of 
social security schemes, always provided that benefits do 
not outstrip contributions. In 1952, compulsory provident 
funds were introduced in six major industries and the 
scheme is being steadily extended. But perhaps the most 
hopeful field is that of voluntary or “ small ” savings where 
the response of the public seems likely to equal the expecta- 
tions of the Plan. It is true that the recent {112.5 
million 34 per cent National Plan Loan was subscribed only 
with support from “ special quarters.” But small savings 
have already reached an annual figure of £37.5 million 
against the £40.§ million assumed in the Plan. 

However vigorous the efforts made by the Ministry of 
Finance and the State Governments to track down these 
possible sources of additional revenue, it is not likely that 
they can, in two years, fill the potential gap of over £450 
million. The likelihood is therefore that expenditure under 
the first Five Year Plan will fail short of its original aim 
by some ten to fifteen per cent. Such a shortfall could 
check the rate of progress which is essential to the upward 
movement of the entire economy. 


2. Foreign Capital 


India, however, is not compelled by its political orien- 
tation to depend only upon itself. It is part of the free 
world. No Iron Curtain cuts it off from the immense 
capital resources and even greater technical experience of 
the Atlantic world. Admittedly, the prejudices of Asian 
nationalism and the Government’s bias towards State 
action offer psychological obstacles to private foreign invest- 
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ment but the attitudes are not irrevocable.  Indiay 
suspicions may be lessened by the slightness of India 
present dependence upon foreign investment. Th) 
war liquidated a large part of its old debt and som 
repatriation of foreign capital continued after the war. 
1938-39, about 20 per cent of India’s exports had to 
devoted to servicing its foreign borrowings. The prop 
tion of 1952 had fallen to 2.3 per cent. 

Foreign capital, moreover, is often closely associated \ 
Indian capital, and most recent investment has been und 
taken in partnership with Indians. It is true that Bri: 
investors, who are the preponderant foreign interest 
India, hold a high proportion of the capital in the 

: industry (60.4 per cent), 
ee coal (14.5 per cent), in ot! 
Se a mining ventures (28.9 
ae ay cent) and in jute (25.3 | 
cent), It is also truc { 
British and American 
vestors have major holdi: 
in rubber, petroleum 
the new refining indusi: 
Nevertheless, the bulk of : 
capital in Indian industry 
Indian owned. The perc 
tage of the total owned abroad is probably no more ¢! 
16 per cent. 

At the same time, foreign firms provide the Ind 
economy with advantages it can hardly afford to lose. Mana 
gerial and technical skill, financial experience, probity, g: 
labour relations distinguish many foreign firms from th 
local competitors and the Indian government is alive to these 
assets. The responsible Ministers wish to see foreign ent 
prise shift its emphasis from trading to manufacture—« 
reason, no doubt, for current legislation to end the managing 
agency system. They wish to ensure that Indians are trainc: 
to technical and managerial. responsibility. Provided thes« 
conditions are fulfilled, capital from abroad is active!) 
sought. 

Conditions of confidence have, however, to be created on 
both sides. The business world expects security in its inves! 
ments and in its right to repatriate capital and remit 
profits. These, broadly speaking, it enjoys ; yet anxiciic: 
remain. Recurrent official talk of “socialism” confuses 
business opinion. Businessmen have been disturbed by the 
recent introduction of a bill to modify Article 31 of the Con- 
stitution (which guarantees compensation in the case o! 
expropriation). The legislation ending managing agenccs 
has inevitably increased anxiety. To all this, the Minister o! 
Finance has replied reassuringly, reaffirming the guaranice 
of fair compensation and pointing to the Second Five \ 
Plan as a vast field for new private investment. The figure 
of about £12,000 million has been mentioned as the ‘oval 
for the five years of the next Five Year Plan and the Indian 
government specifically seeks private participation. 

It has in fact taken positive steps to secure this expansion 
of private investment. Earlier in the year, it set up an Incus- 
trial Development Corporation to direct government finance 
and assistance to both public and private enterprise. Mure 
recently, it has agreed with a consortium of British anc 
American firms—banks, insurance companies and busincss 
enterprises—to set up, with the support of the Interna pone 
Bank and the Commonwealth Development Finance ©«it- 
pany, a new body called the Industrial Credit and Iny<st- 
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men! Corporation of India which is designed to encourage Some assistance has already been received. Between 
and finance private industrial development in India. Its 1951 and 1954 India received, in loans and aid, £175 million 
ae ed capital is to be £18.8 million, of which, in the —{67.8 million from the American Wheat Loan, £20 
firs tance, £§ million will be provided by a loan from million in loans from the International Bank : in direct aid 
in government and {2.6 million by Indian investors. the figures were £61 million from the United States Point 


Br nd American companies are to provide sterling and == Four Funds and {£24 million under the Colombo Plan. 

the equivalent of {1.1 million. The step has There is some division of opinion on the scale of India’s 
n financial significance, even though it is hoped need. Official quarters point to the short fall in invest- 
id will encourage other foreign investors to follow ment, to the foreign currency exchange component in many 
tically, it is a gesture of partnership between the schemes and to the relatively low coverage of public outlay 
vernment and foreign and domestic private by real savings in the first three years of the Plan. Thev 
lechnically, it has a vital role to play in providing _—fear the possible recurrence of inflation if expenditure is 
; and the technicians who can work out India’s _raised according to the original estimates. But they realise 
trial possibilities and turn them from possibilities that capital investment must be increased to sustain the 
tical industrial plans. upward movement of the economy. Foreign aid, reinforced 
by the loan of foreign technical skill, is a certain means of 
avoiding both hazards and—given the rate of expansion 
: ; forecast for the next seven years, it would perhaps be 
3- Foreign Aid reasonable to consider at least a trebling of the present 
scale of foreign aid. Even so, such a sum would be less 
than a single year’s appropriation to France and Britain 

capital no longer flows—as it did, for instance, | under the Marshall Plan. 


i before the first World War—on a scale sufficient It is true that in some industrial circles in India the need 
the basis of industrialisation. Private capital § for foreign capital is beginning to be minimised. The claim 
vs at all into those basic sectors of the ecoromy— — is made that India has now proved its capacity to raise suffi- 


communications, public utilities—upon which cient capital by its own efforts. The increase in capital for- 
| expansion depends. If India’s supplies of capital | mation to nine per cent of national income, the nature of the 


‘ re | iugmented in any serious way from abroad, a part _ capital schemes under consideration, their relatively small 
is may need to come, for the time being at least, claim on foreign exchange, the existance of sizeable sterling 
rnmental sources. balances—all these add up to no more than a marginai 
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dependence upon foreign aid. This optimistic hypothesis 
appears to underestimate the degree of real saving which 
the expenditure of the next decade should entail. Never- 
theless, there is one point which the official and private 
estimates are in agreement—which is that India does not 
command the technical and administrative resources to carry 
through all the development plans which, in fact, the 
economy can sustain. Most serious Indian commentators 
would agree that the speed of the next phase of develop- 
ment depends upon securing outside assistance, probably 
in capital and certainly in skill for the elaboration of a 
whole range of industrial plans. 

To give only a few examples, an immense strain would 
be taken off India’s administrative resources and off 
its overworked cadres of engineers and irrigation experts 
if one of the great multi-purpose schemes were taken over 
by a consortium of foreign firms, the total capital, equipment 
and technical direction provided from abroad and the work 
carried through with the unique momentum of modern 
dam construction. Such a programme would entail no 
disadvantage to Indian technicians since the training of 
experts and the association of Indian construction firms 
with the project could be made part of the contract. 

The steel industry is another obvious area for intergovern- 
mental help, especially since the Russians, with their offer 
of a steel works on easy terms, have entered competitively 
into this field of “ foreign assistance.” In fact, the setting 
up in India of complete industrial units with the aid of 
foreign technicians and technical knowhow is certainly the 
most effective way of applying Western aid. Quite apart 
from specific capital schemes, however, the growth of 
activity under the Plan must lead to higher demand for 
food and clothing. The present luck of the monsoons 
should not be allowed to obscure the fact that one bad 
harvest could undo some of the advance of the last two 
years. An international guarantee of a certain annual import 
of food grains would enable the Indian government to plan 
more flexibly and to combat without effort any internal 
tendency to hoard. 


* 


If the perspective of assistance is extended from the first 
to the second Five Year Plan, the openings for external 
assistance are likely to be even greater. The Plan is 
still at a tentative stage and much depends upon the extent 
to which the present Plan fulfils its objectives. But it is 
already clear that’ much greater emphasis will be placed 
upon extending industrialisation in the second Plan and this 
process must make new demands on the import of capital 
equipment from the developed industrial economies abroad. 
The hope is to reach a level of investment of between £600 
and {£750 million a year (corresponding to 10-12 per cent 
of the national income). Such a figure would enable the 
country to provide for a steady increase in industrial 
employment which—on present estimates of unemployment 
and population growth—should grow by about two million 
vacancies a year. It would call for steel output rising to 
about six million tons annually, for a great increase in the 
heavy electrical industry and in transport. At least £375 


million will be needed for completing existing large scale 
irrigation projects and for financing new schemes, even 
though medium and minor irrigation is to receive greater 
Industries serving agriculture directly 
agricultural 


emphasis in future. 


—fertiliser production, for imstance, or 
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machinery—will need to be expanded to meet the demand 
for modern equipment likely to result from the extension 
of the Community Projects to the entire Union. 

The importance of foreign aid is not purely econom 
As the Colombo Plan has already proved on a small sca! 
opportunities for training and for learning new skills ha 
as important a political and social impact. Trainin 
schemes in India and opportunities for training in developed 
economies abroad, introduced now and financed by foreign 


yaa 


aid, may well be the most vital contribution the West ca 
make to Indian advance and stability. Few steps certain! 
would have a better chance of counter-balancing the ev 
frustration of India’s student and graduate class. 
Nor need programmes of foreign assistance be thought 
on a purely bilateral basis. If, for instance, the Colomb 
Plan were taken as an instrument of the free world 
co-operation with India, it would undoubtedly be found 
that, in many cases, some other member of the Colom! 
group could, with advantage, be associated with schemes 
assistance. British or American capital might be given | 
way of Burma for the provision of rice, for instance, or | 
Japan for machinery. The area of co-operation would th 


A Al 


be enlarged to create stability in free Asia as a whole. 


In the last analysis, however, the question of fore 
aid to India depends not upon economic possibilities 
upon the Western world’s political -assessment of Ind 
performance. Is India administratively a reasonable 1 
On its economic performance so far, does it give any gua 
antee that further economic assistance has a chance of b: 
ing about the desired results? The difficulties and 
dangers should not be minimised. Some of the elem 
Indian stability are wasting assets unless the upward cu: 
of hope and prosperity can be secured. But there can 
little doubt about the present answer. It is that In 
a strong, stable and efficient government and admini 
machine. Yet the strength and efficiency has bee: 
to persuade, not coerce, to lead, not to drive. The G 
ment has not plunged into grandiose industrialisatio: 
brutal forced savings. The peasant, upon whom the 
pyramid of India is based, has been approached as a rea 
able and responsible citizen, not as a kulak, a criminal 
outcast. At the same time, the policy of persuasion 
moderation has not entailed weakness. The financial p 
pursued by the Government has been firm. The resu! 
there for all to see in the economic stability salvaged ! 
war, partition, Korean inflation and the failure of t 
monsoon. The surge forward of the last two years y 
not have been so notable without steady financial cont 

It can be argued that these achievements alone give 
some claim on the sympathy and support of the 
Western ideals of freedom, responsibility and justice d 
root themselves so effortlessly in other traditions anc 
tures that the supposed lovers of liberty can look on 
indifference while India makes its heroic experiment. 
however, it is probably true that fear still move 
democracies to action more speedily than the 
emotions, the estimate should be made of the cos 
would follow for the free world—in armaments, in ec‘ 
dislocation, in the darkening of the world’s hope—if !:s2 & 
were to follow China, the other vast civilisation o! 
into the Communist camp. And of this estimate one ("5 
can be said with certainty that it would be infinitely g: 
than any sum the West could now, usefully and effect: -'y, 
invest in the Indian Plan. 
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